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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part II] — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and I of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2008. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 
Ottawa (Ontario) KIA OSS 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and U.S.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.ge.ca 


Catalogue No.: BT31-4/9-2008 
ISBN 978-0-660-63752-5 


Departmental Performance Reports 2007-08 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2007-08 
Estimates available at (http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/guide/guide00-eng.asp). 
These principles form the conceptual foundation upon which the reports are prepared and they 
are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities and 
expected results. It focuses on results by reporting not only the activities and outputs achieved, 
but also the progress made towards achieving strategic outcomes - the enduring benefits for 
Canadians and Canadian society. It sets performance in context, presenting the key risks and 
challenges faced in the pursuit of results, and associates performance with plans and expected 
results (explaining any relevant changes), and discusses the key risks and challenges that affected 
organizational performance. An effective performance report has strong linkages between 
resources and results to show what was achieved through the sound stewardship of public funds. 
It also reports on results realised in partnership with other governmental and non-governmental 
organisations. Finally, the report is credible and balanced because it uses objective, evidenced- 
based information to substantiate the performance reported and discusses lessons learned. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2007-08, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2007-08 serves as a guide to the 91 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the Departmental Performance Reports, which contain additional 
information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Parliamentary Reporting and Accountability Division 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
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PERFORMANCE REPORT 


t is my pleasure to present the 
Departmental Performance Report for 
Natural Resources Canada (NRCan) for 
the period ending March 31, 2008. 


Canada’s great wealth of natural 
resources remains a vital part of our economy. 
Since 2002, we have enjoyed a significant 
commodities boom, driven by a sustained 
period of expansion and robust growth in the 
global economy. Strong demand for natural 

- resources, led primarily by the United States 
and large emerging economies such as China, 
resulted in surging commodity prices. 


The conditions that drove this increase are 
anticipated to re-emerge when the economy 
recovers from the current downturn. Thus, 
over the long term, prices for Canadian 
resource commodities are expected to remain 
high compared to historical standards. This 
is the prevailing consensus despite the recent 
downward trend. 


NRCan identified five priorities in its 2007- 

08 Report on Plans and Priorities critical to 

the realization of its strategic outcomes and 
expected results. These priorities shape our 
integrated effort in the delivery of our policies, 
programs and science and technology to ensure 
the sustainable development and responsible 
use of our mineral, energy and forest resources. 
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| - Overview 


Minister’s Message 


Clean Air for all Canadians — NRCan 
worked closely with Environment Canada 
to finalize the Regulatory Framework for 
Industrial Greenhouse Gas Emissions and 

to develop a horizontal framework for the 
effective inter-departmental management of 
climate change and clean air programming. 
Moreover, the eeoENERGY initiatives — 
our contribution to Canada’s eeoACTION 
plan — are helping Canadians become more 
efficient consumers of energy in their homes, 
businesses and vehicles by encouraging choices 
that save energy and money and protect our 
environment. 


Smarter, Faster and More Effective 
Regulations — Even as Canada’s natural 
resource sectors position themselves to 
weather the current economic downturn, 
other structural challenges remain. Many 

of these are common across all resource 
industries. Until recently, for example, the 
federal regulatory review process for major 
resource projects was frustrating for both 
industry and investors. Iam proud that we 
took decisive action this past year to address 
these concerns by establishing the Major 
Projects Management Office. This new office 
provides stakeholders with a single point of 
entry into the federal regulatory process and 
will improve the timelines and consistency 


| - Overview 
Minister’s Message 


of federal regulatory decisions. This initiative 
will also improve the competitiveness of 
Canada’s resource industries while providing 
the scientific and technical capacity needed to 
uphold Canada’s world-class environmental 
and social standards. 


Enhancing Canada’s Forest Sector 
Competitiveness — Our Government is 
determined to create a more prosperous future 
for Canada’s forest sector. Throughout the 
past year, we worked closely with stakeholders 
to foster new opportunities and innovation. 
Among other actions, we created the Forest 
Industry Long-Term Competitiveness Strategy 
to support innovation, tap into new markets 
and help the forest sector develop value-added 
products. We also supported the creation of 
the world’s largest public—private partnership 
in forest research and development — 

FP Innovations. 


Mitigating the Impact of the Mountain 
Pine Beetle (MPB) — Forest ecosystems are 
vulnerable to threats from natural and man- 
made disturbances such as pest infestation, 
wildfire and climate change. These same 
threats can also directly affect industry and 
the communities that depend upon forest 
products. Accordingly, our Government 
allocated $200 million to help combat the 
MPB infestation in British Columbia and 
Alberta. This funding is supporting a multi- 
pronged effort to mitigate the impacts of the 
beetle infestation. 
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Strengthening Canada’s Mining Industry 

— Inthe mining sector, our Government 
continued to position itself as a leader 

in research and innovation through the 
revitalization of, and decision to relocate the 
CANMET Materials Technology Laboratory 
and by supporting the Canadian Mining 
Innovation Council. We were instrumental in 
developing the Donkin Coal Block Opportunity 
Act in an effort to bring economic and social 
benefits to the province of Nova Scotia. 
NRCan also used its geoscience expertise to 
help discover new resource deposits which 
create further economic opportunities for 
Canadians. 


By pursuing these and many other initiatives, 
our Government is demonstrating its 
commitment to taking real action on issues 
that are of great importance to Canadians: 
tackling climate change, increasing the 
competitiveness of Canadian industry, making 
advances in innovation, and developing 
science and technology. In partnership with 
provinces, territories and the private sector, 
our Government is making important progress 
to ensure that we secure a strong resource 
future for Canadians. 


The Honourable Lisa Raitt, P.C., M.P. 


Minister of Natural Resources 
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I submit, for tabling in Parliament, the 2007-08 Departmental Performance Report (DPR) for Natural 
_ Resources Canada. 


This document has been prepared based on the reporting principles contained in the Guide to the Preparation 
of Part II of the 2007-08 Estimates: Report on Plans and Priorities and Departmental Performance Report. 


It adheres to the specific reporting requirements outlined in the Treasury Board Secretariat guidance. 


It-is based on the department's strategic outcomes and program activities that were approved by the 


Treasury Board. 
It presents consistent, comprehensive, balanced and reliable information. 


It provides a basis of accountability for the results achieved with the resources and authorities entrusted 
to it. 


It reports finances based on approved planned spending numbers from the Treasury Board Secretariat. 
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Summary Information 


RCan develops, implements and 

delivers integrated policies, 

programs, and science and 

technology (S&T) for the 

sustainable development and 
responsible use of Canada’s minerals, metals, 
energy and forestry resources. The department 
uses its expertise in earth sciences to collect 
and disseminate information used to better 
understand Canada’s landmass. The 
department also maintains key roles related to 
the safety and security of people and natural 
resources, including the regulation of 
explosives and the security of natural resource 
infrastructure and supply. It represents Canada 
at the international level to meet the country’s 
global commitments related to natural 


resources. 


NRCan’s Minister is responsible for, or has 
responsibilities under, more than 30 Acts 
of Parliament. The core powers, duties and 
functions are set forth in the Department 
of Natural Resources Act, the Resources and 
Technical Surveys Act and the Forestry Act. 
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natural resource policies, including energy and 
nuclear policy. 


The department’s work is concentrated in areas 
of core federal jurisdiction that fall within 

its legislated roles and responsibilities, which 
include: 


e national objectives related to economic 
development, environmental protection, 
supply security and resource-related health 
and safety; 


e natural resource management for Crown 
lands, the North and offshore areas; 


e uranium and nuclear power; and 
e international and interprovincial trade. 


In carrying out these responsibilities, NRCan 
works closely with other federal departments 
with resource-related responsibilities 

and supports the federal role in regional 
development and Aboriginal affairs in matters 
related to the resource sectors. NRCan also 
works in areas of shared responsibility with the 


The remaining Acts set out the terms for the provinces. 
management of Crown lands and of Canada’s 
Financial Resources ($M) 
Main Estimates Total Authorities Actual Spending 
2,145.1 3,540.4 3,341.1 
Human Resources (FTEs) 
Planned Actual Difference 
4,289 4,320 a1 
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Departmental Results Structure 


Strategic Outcome: Canadians derive sustainable social and economic benefits from the assessment, 
~ development and use of energy, forest and mineral resources, and have the knowledge to mitigate environmental 
impacts and respond a to natural and man-made hazards 


a 


NRCan manages its program delivery through one strategic outcome tnd four major program activities: Earth 
Sciences, Energy, Sustainable Forest, and Minerals and Metals. Each of NRCan’s program activities is divided into 
smaller groups of activities that are designed to achieve intermediate outcomes that collectively contribute to the 
realization of the overall departmental strategic outcome. The Corporate Management program activity provides 


Earth i leneee 


Earth sciences knowledge 
and tools enable Canadians to 


- achieve economic opportunities, 


_ aclean environment, and adapt 


_ to achanging climate, in safety — 


and security 


New economic opportunities 
created for Canadians 


“Reduced stress on the 
environmental ecosystems 
and human health 


Canadians and their 
institutions understand and 
prepare for the effects of a 

changing climate 


Increased safety and 
security of Canadians 


Ehoray 


Canadians benefit economically, 
environmentally, and socially 
from the sustainable production, 


development and use of 
Canada’s abundant energy 
resources 


_ Domestic and international 


energy policy analysis, 
development and advice 
that supports the sustainable 
development of Canada’s 
energy sector 


Sustainable development 
and safe and reliable 
delivery of electricity with 
a reduced environmental 
footprint 


A fair, efficient and 
competitive oil, natural gas 
and petroleum products 
marketplace that is 
consistent with Canada’s 
social and environmental 
goals 


Improved energy efficiency 


of all sectors and increased 


production and use of 
alternative transportation 
fuels in Canada 


ee ae ise eee the cele of Bs she | Soma pa programs. 


Sustainable Forest 


Healthy forests continue to 
provide balanced social, 
environmental and economic 
benefits to Canadians 


An integrated national forest 
sector innovation system 
that addresses current and 
emerging issues 


Canada’s forest industry 

competes successfully in 

the global forest products 
market 


Forest losses are addressed 
through the provision of 
balanced social, economic 
and environmental 
information and advice 


Canada is a globally- 
recognized leader of forest 
sector sustainability 


Canada’s climate change 
forest reporting obligations 
are met, and forest-based 
options for adaptation to, 
and mitigation of, climate 


Minerals & Metals 


Canadians derive sustainable 
social and economic net 


benefits from the assessment, 
development and use of mineral 
expertise, mineral resources, and 


related industries 


Investment in Canada’s 
exploration and mining 
industries is strengthened 


Market access for mineral 
and metal commodities 
(including recyclables) 
and related industries 
is promoted and, where 

necessary, protected 
Canada’s international 

prominence and investment 
in mining are secured 


Canadians benefit from R&D 


with respect to minerals, 
metals and value-added 
products 


Safety and security of 
workers and the public 
throughout Canada are 
improved with respect to 

explosives 


Canadians are provided 


with information to improve 
decisions regarding minerals 
and metals 


change are developed 


Regulatory programs meet 
Government of Canada 
objectives 


Forest-dependent 
communities have choices 
and options for economic 

opportunities 


Canadians derive new 
economic, environmental 
and social benefits through 


federal energy S&T Policies enhance 


the productivity and 
sustainability of the minerals 
and metals industries 
Corporate Management Program Activity 


NRCan is enabled by supportive corporate management functions 


Natural Resources Canada a 
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NRCan identified the following program priorities as critical to the realization of the strategic 
outcome. These priorities shape our integrated effort in the delivery of our policies, programs and 


science and technology (S&T). 


Priorities Type* 

1. Clean Air for all Canadians Previously committed 
2. Smarter, Faster and More Effective ! 

Ongoing 
Regulation 
3. Enhancing Canada’s Forest Sector : : 

= Previously committed 
Competitiveness 


4, Mitigating the Impact of the Mountain 
Pine Beetle Infestation 


5. Strengthening Canada’s Mining Industry Ongoing 


Previously committed 


Assessment of Progress 
Toward Priorities 


On track 
On track 


On track 


On track 
On track 


An ongoing priority has no end date; a previously committed priority has an estimated end date and was 


committed to in prior budgets or main estimates documents. 
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Program 
Activity 


Earth 
Sciences 


Expected Results 


Earth sciences ie and tools 
enable Canadians to achieve economic 


opportunities, a clean environment, and 


adapt to a changing climage, in safety and 


security 


Canadians benefit economically, 


Energy’ 


Sustainable 
Forest* 


Minerals and © 
Metals? 


‘Sub-Total . irate 
Statutory Payments for Atlantic Offshore 


a 


Energy® 


environmentally and socially from the 


sustainable production, development and 
use of Canada’s abundant energy resources 


Healthy forests continue to provide 
balanced social, environmental and 
economic benefits to Canadians 


Canadians derive sustainable social 

and economic net benefits from the 
assessment, development and use of 
mineral expertise, mineral resources, and 
related industries 


Canadians benefit economically, 


environmentally and socially from the 


sustainable production, development and 


use of Canada’s abundant energy resources 


Total NRCan ; 


Program Activities by Strategic Outcome 
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Spending! ($ millions) Contributes to the following 


Planned Actual 


259.34 


543.3 


268.3 


57.54 


1,102.9. 


1,050.6 


2,153.5 


251.6 


419.1 


206.7 


AD 


pio 


2,388.0 


3,341.1 


priority 
(or statutory obligations) 


Clean Air for All Canadians 


Strengthening Canada’s 
Mining Industry 


Clean Air for All Canadians 


Smarter, Faster and More 
Effective Regulation 


Enhancing Canada’s Forest 
Sector Competitiveness 


Mitigating the Impact of 
the Mountain Pine Beetle 
Infestation 
Clean Air for all Canadians 
Smarter, Faster and More 
Effective Regulation 


Strengthening Canada’s 
Mining Industry 


Statutory Obligations 


The resources for the Corporate Management Program Activity are distributed across all other program activities. 
Includes Earth Sciences - Geomatics Canada Revolving Fund. 
Actual spending was less than planned as $100 million in program expenditures were deferred to future years. 

Actual spending was less than planned for the Federal Response to the Mountain Pine Beetle Infestation in British Columbia because 
funding in the amount of $43.6 million was transferred to Western Economic Diversification and to Transport Canada, thereby 
reducing planned expenditures within NRCan. Moreover, funding for the Forest Industry Long Term Competitiveness Initiative in 
the amount of $10.4 million was deferred for future year spending. 
Actual spending was higher than anticipated in program management and support in the amount of $13.6 million which reflects 
a change in reporting of some corporate activities (i.e. shared services, communications and information technology). Funding 
received via the Supplementary Estimates for the Relocation and Renewal of the CANMET Laboratories of $2.2 million also 
contributed to higher than planned spending. 
Actual spending includes the following statutory payments: Nova Scotia Offshore Revenue Account $493.2 million; 
Newfoundland Offshore Petroleum Resource Revenue Fund $1.7 billion; and Newfoundland Fiscal Equalization Offset 
Payments $188.6 million. These expenditures were largely offset by oil and gas royalty revenues received during the year 

($1.7 billion). Pursuant to the Atlantic Offshore Accords, NRCan receives the federal royalty revenues related to the offshore - 
which were greater than planned due to significant increases in oil prices and production — and subsequently makes payments to 
the provinces equivalent to the royalty revenues received. Refer to page 72 for more information on revenues. 
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Operating Context 


RCan’s strategic context 

is framed by the three 
spheres of Canada’s natural 
resource sectors: 


e  ourrich natural resource endowment; 


e the people of Canada and their ideas (i.e., 
their expectations, knowledge, skill and 
ingenuity); and 


e the public and private sector systems that 
link people and ideas to resources. 


Within this broad resource-sector framework, 
NRCan’ activities during fiscal 2007-08 

were directed towards the realization of 

our strategic outcome: Canadians derive 
sustainable social and economic benefits from the 
assessment, development and use of energy, forest 
and mineral resources, and have the knowledge 
to mitigate environmental impacts and respond 
effectively to natural and man-made hazards. 
This strategic outcome has three key elements: 


e economic development; 
e environmental responsibility; and 
e — safety, security and stewardship. 


During 2007-08, the global economic 
environment for natural resources remained 
strong; however, not all of Canada’s resource 
sectors benefited equally. The energy sector 
remains very strong, while at the same time 
Canada’s economy grew faster than primary 
energy consumption indicating improvements 
in energy efficiency. The minerals and metals 
sector remained strong with 2007 being 

a record year for exploration investment. 
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The forest sector continues to face a range 

of significant economic and technological 
challenges, while the ongoing mountain pine 
beetle (MPB) infestation ravages forests in 
western Canada. 


The imperative for strong and clearly visible 
environmental responsibility in the resource 
sectors strengthened over 2007-08. Canadians 
and the world expect that resource exploration 
and development should benefit the economy 
and society, with due consideration for 
environmental integrity. Clean air, a changing 
climate, and the response of ecosystems 

to resource exploration and development 
were key global resource sectors issues in 
2007-08. For the Canadian resource sector, 
the environmental responsibility agenda 

is evolving so as to cut across traditional 
sector boundaries; for example, oil sands 
development is impacting global perceptions 
of the sustainable management of the 
Canadian boreal forest. 


The intensity of international interest in the 
Arctic continued to increase in 2007-08 as a 
result of the long-term trend of reduced Arctic 
Sea. icc: 


Other than the ongoing MPB infestation, 
natural disasters, resource exploration and 
development hazards stayed within historic 
average limits during 2007-08. 
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Summary of Performance by 


Departmental Priority 


Our Program Priorities environmental agenda through three main 


program areas: 


Clean Air for all Canadians — In 2007- 

08, clean air for all Canadians was a key 
priority for NRCan. With the introduction 
of the Clean Air Agenda, the Government 
has committed to reduce greenhouse gas 
(GHG) emissions and improve air quality for 
Canadians. The centrepiece of this approach 
is mandatory national regulation of GHG and 
air pollutant emissions from major sources — 
industry, transportation, and consumer and 
commercial products. The Government has 
also committed to developing regulations to 
address indoor air quality. 


NRCan worked closely with Environment 
Canada to finalize the Regulatory Framework 
for Industrial GHG emissions, consulting 
with stakeholders including the natural 
resource industries affected by the new 
regulations. Under the Clean Air Agenda, 
NRCan has been tasked with proposing 
amendments to the Exergy Efficiency Act to 
strengthen and broaden the Government's 
ability to improve the energy performance 
of equipment and appliances. NRCan 

also worked extensively with Environment 
Canada and other stakeholders to consider 
revisions to Canada’s smelting sector in order 
to reduce sulphur dioxide, particulate and 
other emissions. 


In 2007, the department also launched 

the suite of ecoENERGY initiatives. Their 
objectives include reducing the harmful 
effects of energy production and consumption 
that accounts for 80 percent of Canada’s 
annual GHG emissions and 85 percent of 
smog-causing nitrogen oxide emissions, 

while generating innovative clean energy 
technologies that Canada can market abroad. 
NRCan continues to contribute to the federal 


Energy Efficiency: encouraging Canadians 
to focus on energy efficiency and 
conservation — Regulatory measures, 
such as mandated fuel economy for 

light duty vehicles and lower power 
consumption standards for consumer 
products, will eliminate the most energy- 
inefhcient products from the marketplace. 
Complementary energy efficiency 
programs will lead consumers and 
businesses to even higher efficiency levels 
through a range of information, tools, 
training and focussed incentives. 


Renewable Energy: providing financial 
incentives for emerging renewable 
energy sources including wind, biomass, 
hydro, geothermal, solar, ocean energy 
and biofuels that currently face a cost 
disadvantage as compared to fossil fuel 
energy — These technologies will be 
important components of a cleaner, more 


diversified energy supply mix. 


Science and Technology: investing in new 
technologies for clean energy and cleaner 
supply and use of energy — Long-term 
reductions in GHG emissions will require 
sustained research and development 
(R&D) investment for the development 
of clean energy technologies. Examples 
include technologies for clean coal, carbon 
capture and storage, and reducing the oil 
sands environmental impact. In addition, 
light-weight materials are being developed 
to reduce automobile GHG emissions, and 
innovative methods are being developed to 
transform mine waste sites into productive 
land for growing biofuel crops. 
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Summary of Performance by 
Departmental Priority 


Smarter, Faster and More Effective 
Regulation — As the number of new projects 
continues to grow, there has been increasing 
pressure on the federal government to improve 
the performance of the regulatory system for 


major resource projects. 


To respond to the significant growth in 

the number of resource projects and move 
forward on commitments to create a more 
accountable, predictable and timely regulatory 
review process, the Government has allocated 
$150 million over five years to establish the 
Major Projects Management Office (MPMO) 
within NRCan and to increase the scientific 
and technical capacity of key regulatory 
departments. Federal partners include the 
Canadian Environmental Assessment Agency, 
the Department of Fisheries and Oceans, 
Indian and Northern Affairs, Transport 
Canada, Environment Canada, the National 
Energy Board, and the Canadian Nuclear | 


Safety Commission. 


The MPMO will provide overarching 
management of the federal regulatory process 
for major natural resource projects. It will 
provide a single point of entry into the federal 
regulatory system for all stakeholders and 
work with other regulatory departments to 
identify areas where the consistency, efficiency 
and effectiveness of the federal regulatory 
process can be improved. New capacity 
funding provided through this initiative 

will ensure that key regulatory departments 
are positioned to respond to the significant 
growth in the number of new resource projects 
and will better enable departments to meet 
their legal responsibilities for Aboriginal 
Crown consultation on major resource 
projects. 


This initiative will provide the oversight and 
capacity needed to address the issues affecting 
the performance of the federal regulatory 
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system. In short, it will lay the foundation for 
a more predictable and accountable regulatory 
system that will improve the competitiveness 
of Canada’s resource industries while ensuring 
careful consideration of environmental 
standards and technical requirements. To 


obtain more information on this horizontal 
initiative for which NRCan is the lead 


department, visit http://www.tbs-sct. 


dpr-rmr/2007-2008/index-eng.asp. 


Enhancing Canada’s Forest Sector 
Competitiveness — Canada’s forest sector 

is undergoing a major transformation as it 
faces the challenges of a strong Canadian 
currency, a collapsed U.S. housing market 
and generally lower commodity prices. At 
the same time, global competitors are taking 
advantage of access to cheaper wood, faster 
growing trees, lower labour costs and lighter 
regulatory burdens. Under the $122.5-million 
Forest Industry Long-Term Competitiveness 
Strategy (FILTCS), NRCan is making 
significant investments that are leading to the 
development of innovative technologies and 
expanded access to new and existing markets. 


In 2007-08, an important step in 
strengthening forest sector innovation 

and transformation was the continued 
development of the national forest research 
institute — FPInnovations. Created through 
the merger of Paprican, the Forest Engineering 
Research Institute of Canada, Forintek and the 
NRCan-created Canadian Wood Fibre Centre 
and supported by funding from FILTCS, the 
institute is working to maximize the value of 
Canada’s forest fibre and develop new products 
and market opportunities. In collaboration 
with FPInnovations and other forest sector 
partners, investments under FILTCS are 
leading to the development of emerging 
technologies under the Transformative 
Technologies Program and expanded access to 
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new and existing markets through innovative 
programs, such as the Canada Wood Export 
Program and the Value to Wood Program. 
More information can be found at http:// 


www.tbs-sct.ge.ca/ dpr-rmr/ 2007-2008 /index- 
eng.asp. 


Mitigating the Impact of the Mountain Pine 
Beetle Infestation — The devastation inflicted 
on the forests of British Columbia (B.C.) by 
the mountain pine beetle is unprecedented. 
Current and future economic losses to the 
forest sector are in the billions of dollars, 

while the possible spread of the infestation 
threatens the ecological and economic 
sustainability of Alberta's mountain forests and 
the greater boreal forest, which stretches from 
northeastern B.C. to Newfoundland. 


NRCan is playing a key role in the 
implementation of the $200-million Federal 
Response to the Mountain Pine Beetle 
Infestation Program. Working closely with 
provincial counterparts, the department is 
delivering on a comprehensive, integrated 
strategy to combat the beetle infestation and 
its economic, ecological and social impacts. 

In 2007-08, efforts included surveying and 
mapping several million hectares of forest; 
cut-and-burn activities to slow the spread; 
research to find alternative uses for impacted 
timber; forest fire fuel reduction activities with 
Aboriginal and non-Aboriginal communities; 
and assistance for regional and local economic 
diversification activities. More information on 
these initiatives can be found at http://www. 
tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng. 


asp. 


Strengthening Canada’s Mining Industry 
— Over the past year, Canada continued to 
attract the attention of investors in search 
of new mineral deposits, maintaining its 
lead position in worldwide exploration and 
mineral development-related financing. 
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Departmental Priority 


NRCan contributed to building an 

attractive investment climate for Canada’s 
minerals and metals sector, while enabling 
the competitiveness and encouraging the 
responsibility of our related industries. The 
2008 Federal Budget supported the discovery 
of new, or extensions of, known base metal 
deposits in Canada by extending eligibility 
for the Mining Exploration Tax Credit and 
committing $34 million over the next two 
years for geological mapping. Led by the 
department, the Federal, Provincial and 
Territorial Mines Ministers Conference in 
2007 unanimously supported development 
of a Canada-wide mining research and 
innovation strategy. To underscore the 
Government's renewed approach to public- 
private partnerships in conducting R&D, 

the 2007 Federal Budget announced the 
relocation of NRCan’s revitalized CANMET 
Materials Technology Laboratory to 
McMaster University’s Innovation Park in 
Hamilton, Ontario. In addition, NRCan, 
working with the province of Nova Scotia, 
opened up a new opportunity for coal 
development in Atlantic Canada through the 
implementation of the Donkin Coal Block 
Opportunity Act. 


NRCan not only helped to ensure that 

the Canadian minerals and mining 
industry remained globally competitive 

but simultaneously worked to ensure that 
corporate responsibility and sustainable 
development governance were enhanced 
both in Canada and abroad. For example, in 
2007, the Government of Canada announced 
support for the Extractive Industries 
Transparency Initiative. This international 
multi-stakeholder initiative strengthens 
governance by improving transparency and 
accountability in the extractives sector. 
With good governance, revenues generated 
from natural resources can foster economic 
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Departmental Priority 


growth and reduce poverty. In addition, 
progress was made on the Canada-Chile 
partnership Framework and in Canada’s 
leadership of the Intergovernmental Forum 

on Mining, Minerals, Metals and Sustainable 
Development. More information can be found 
at http://www.nrean.gc.ca/mms/topi-suje/ 


min _e.htm. 


Our Management Priorities 


In the context of the challenges and 
opportunities facing the natural resource 
sectors and modern public sector 
management, NRCan is working to become 
a more integrated, knowledge-based 

and results-oriented organization. Asa 
priority, the department continues with the 
implementation of its North Star initiative 
which includes policy, structural and 
organizational changes that serve to better 
position NRCan as an influential science 
and policy leader, nationally and globally, in 
the advancement of Government of Canada 
priorities. 


In terms of strengthening the integrity of 

the corporate management structure, the 
department developed a natural resources 
policy framework to allow it to shift from a 
sectoral approach to a more integrated model 
where the economic, environmental and 
social needs of Canadians are paramount. The 
framework encourages collective leadership, 
innovative collaboration and information 
sharing across the department and with 
stakeholders in pursuit of common goals. 
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Regarding portfolio coordination, the 
department has developed — through 
informal and formal mechanisms such as 
Memoranda of Understanding and funding 
arrangements — effective relationships with 
portfolio entities at the working and leadership 
levels to ensure policy coherence and support 
as required. In the meantime, the department 
is evaluating options and models to better 
integrate coordination across the full scope of 
the portfolio. 


From a human resources (HR) perspective, 
NRCan adopted a comprehensive talent 
management approach supporting the 

Clerk’s public service renewal action plan. 

This effort included the development of ten 
specific initiatives to renew the department's 
workforce and ensure a sustainable, diverse and 
skilled talent pool. As well, NRCan continued 
to make progress toward the integration of HR 
and business planning with the approval of 
NRCan’s first department-wide HR plan. 


Among the challenges confronting the 
department over the next five years, real 
property represents one of the more urgent 
priorities. By objective standards, with an 
average age of 45 years, the inventory of 
NRCan’s diverse asset holdings is considered 
to be very tired. But the department is well 
positioned to capitalize on its current strengths 
and tool kits of solutions to develop an 
effective real property management framework 
in support of program and service delivery. 
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PERFORMANCE REPORT : Performance Status by Program Activity 


and Intermediate Outcomes 


The table below presents performance status by program activity and intermediate outcomes 
based on the core suite of performance indicators presented in the 2007-08 Report on Plans and 
Priorities. Performance information on these intermediate outcomes can be found in Section II. 


Intermediate Outcomes 


_New economic opportunities 
created for Canadians 


Reduced stress on the 
environmental ecosystems and 
human health 


Canadians and their 
institutions understand and 
prepare for the effects of a 
changing climate 


Key Performance Indicators / Targets 


Performance 
: Status 


Increased mineral and energy exploration — On track (all) 
investment made by the private sector as a 


result of public geoscience investments / 


By 2013-2014, five times the total program 


sub-sub-activity investment in geoscience 


Meet the legal requirements to provide a 
survey system on Canada Lands to enable 
economic development / By 2008-09 and 


ongoing: no successful challenges of land 


tenure on Canada Lands 


The use of NRCan assessments of Expectations met 
environmental hazards that result in (all) 

corrective actions / By 2007-08, all MERA 

(mineral and energy resource assessment) 

requested assessments meet requirements 

and are completed on time; by 2010-11, 

75 percent of promised publications are 


produced in the first three years of the 


program 


Percentage of key Canadian aquifers with 
complete assessments / By 2010-11, nine 


aquifers completed 


The availability of NRCan information to | Ontrack 
Canadians in developing strategies to adapt 

to climate change / By 2009-10, agreements 

are completed with partners who will 

undertake adaptation and mitigation 

projects; by 2008-09 and ongoing: 

agreements are in place to develop the 


collaboration and tools 
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and Intermediate Outcomes 


Intermediate Outcomes 


Increased safety and security of NRCan meets its emergency response 


Canadians 


Domestic and international 
energy policy analysis, 
devel pment and advice 
that supports sustainable 
development of Canada’s 


energy sector 


Sustainable development 
and safe and reliable delivery 
of electricity with a reduced 
environmental footprint 


A fair, efficient and competitive 


oil, natural gas and petroleum 
products marketplace that is 


consistent with Canada’s social 


and environmental goals 
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Performance 
Status 


Expectations met 


Key Performance Indicators / Targets 


obligations in the event of real or simulated 
civil emergencies / By 2008-09 and 
ongoing: obligations fully met 


Increased use of NRCan hazard assessments On track 
in planning and hazard mitigation 

decisions / By 2010-11, three revisions with 

an existing collaborating institution 


Meet international treaty obligations 

to maintain a well-defined Canada-US. 
boundary for border security purposes / By 
2008-09 and ongoing: acceptance of Joint 
Annual Report 


Expectations met 


Canada’s energy contribution to GDP / On track (all) 


Maintain current level 


Canada’s energy exports / Maintain current 
level 


Canada’s emissions intensity / Reduce 
Canada’s emissions intensity 


Number of petajoules (PJ) of zero orlow — On track (all) 
emission electrical and thermal energy in 


Canada / Number of petajoules 


Index of electricity reliability / 99 percent 
reliability 


Emissions intensity of electricity generation 
in Canada / Emissions intensity reduced 


Public confidence in nuclear fuel cycle 
activities / Increase in public confidence 


Increased investment in Canada’ oil and 
natural gas industry / Positive trend 


Increased contributions to GDP from Canada’s 
oil and natural gas industry / Positive trend 


On track (all) 


Increased public awareness and understanding 
of petroleum markets / Positive feedback; 
media references 
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‘production and use of 
alternative transportation fuels 
in Canada 


and Intermediate Outcomes 
= Performance 
Status 


| Percent improvements in energy efficiency On track (all) 


The number of petajoules energy savings 
due to energy efficiency / Positive trend 


Renewable fuel production as a percentage 
of total transportation fuel / Positive trend 


Canadians derive new 
economic, environmental and 
social benefits through federal 
energy S&T 


An integrated national forest 
sector innovation system that 
addresses current and emerging 
issues | 


Alternative fuel use as a percentage of total 
transportation fuel / Positive trend 


Technology scale-up / Relative number of | On track (all) 
our projects moving from one category to 
the next — bench-scale research, pilot-scale 


research, demonstration, commercialization 


Technology focussing / Project distribution 
along the innovation curve 


Codes published, presentations, active 
Memorandum of Understanding (MOUs), 
patents, licences issued / Number of codes 
published, presentations, active MOU, 
patents, licences issued 


Energy S&T partnerships; both domestic 
and international / Number of partnerships 


A national forest research institute, which — Expectations met 
includes the new NRCan-created Canadian 

Wood Fibre Centre, is established and 

defines innovation priorities and goals to 


improve the competitiveness of the forest 
sector in Canada / Established by 2007-08 


The Canadian Wood Fibre Centre is fully Expectations met 
operational and has integrated its priorities 

with the national forest research institute / 

Fully operational 


Academia is actively engaged in the On track 


development and launch of a national forest : 
innovation work program / Academia is 
fully represented by 2012 
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and Intermediate Outcomes 


Intermediate Outcomes 


Canada’s forest industry 
competes successfully in the 
global forest products market 


Forest losses are addressed 
through the provision of 
balanced social, economic and 
environmental information 
and advice 


Canada is a globally-recognized 
leader of forest sector 
sustainability 
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Performance 
Status 


Reduction of technical barriers to wood use On track (all) 
in offshore, and North American markets 

/ Identify and prioritize existing trade 

barriers by 2008-09 


Key Performance Indicators / Targets 


Improved competitiveness and productivity 
of the Canadian secondary-manufacturing 
wood sector / Constraints and 
opportunities of global value-added wood 
markets are identified by 2009 


Expansion of wood markets in targeted 
oftshore, and North American markets / 
Increase in wood exports by 10 percent 
over 5 years ending 2010 


Implementation of the controlling the 
spread element of the Federal Response 

to the Mountain Pine Beetle Infestation, 
including mitigating the eastern spread of 
the beetle / Full implementation by 2007-08 


Expectations met 


Canadian jurisdictions and the value of 
their contributions coordinating their 
operational management of forest pest 
risks under a national forest pest strategy / 
Number of Canadian jurisdictions 


On track 


Canadian jurisdictions and the value of 
their contributions coordinating their 
operational management of wildland 
fire risks under the Canadian Wildland 
Fire Strategy / Number of Canadian 


jurisdictions 


On track 


Number of forest countries actively On track 
committed to the Canada-led initiative 

to secure an international agreement 

on sustainable forest management / 35 


countries by 2010 


Value of leveraged contributions in 

key bilateral science and technology 
relationships, including the USS., Russia, 
and China / A program of technical 
collaboration is established and 
implemented with Russia by 2007-08 


Expectations met 
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Performance 
Status 


Canada’s climate change forest Information and options for inclusion of | On track 
reporting obligations are met forests in adaptation strategies, including 

options for managing Canada’s forest / 

Completion of analysis and development of 

options by 2010 


Intermediate Outcomes Key Performance Indicators / Targets 


and forest-based options for 
adaptation to, and mitigation 
of, climate change are 


developed Forest-related information is reported in Expectations met 
Canada’s National Inventory Report of 
Greenhouse Gas Sources and Sinks to the 
UN. Framework Convention on Climate 
Change by April of each year / Annual 


compliance 


Forest-dependent communities Implementation of the protecting Expectations met 
have choices and options for forests and communities element of the 

Federal Response to the Mountain Pine 

Beetle Infestation, including developing 

options for new natural resource-based 
opportunities for affected communities / 


Full implementation by 2007-08 


economic opportunities 


Partnerships and their contributions under On track 
the Forest Communities Program / 100 
community partners by 2009 


Establishment of baseline data on the Oniecack 
resilience of Aboriginal and non-Aboriginal 
forest-based communities / Baseline data 


developed by end of fiscal 2008-09 


Investment in Canada’s Canada accounts for more than 35 percent Expectations met 


exploration and mining of the equity raised for mineral exploration (a]}) 
; oe ining i rl ercent or 
industries is strengthened and mining in the world / 35 p 

more 


Canada accounts for more than 15 
percent of global expenditures on mineral 
exploration / 15 percent oe 
expenditures 


The rate of decline in base-metal reserves 
is moderated / Stay within 15 percent of 
current levels 
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F F Performance 
Intermediate Outcomes Key Performance Indicators / Targets Status 
Market access for mineral and | Unnecessary restrictions on market Expectations met 
metal commodities (including | a¢cess and investment are minimized 
a) or eliminated / Canada remains amon 
recyclables) and related “ir P 
ft dele: jy the top five countries in global minera 
industries is promoted and, exploration spending 
where necessary, protected; 
Canada’s international Canada influences intergovernmental On track 


organizations to develop a coordinated 
program to address the United Nations 
Commission on Sustainable Development's 
2010 agenda for mining sustainability 

/ 100 percent of key international 
agreements reflect Canadian regulatory and 
sustainable development approaches 


prominence and investment in 


mining are secured 


Canadians benefit (i.e., higher | Labor and total factor productivity growth Expectations met 
quality of life) from R&D with | in Canada’s minerals and metals industries 

are greater than the national average for 

all industries / Greater than the national 

average for all industries 


respect to minerals, metals and 


value-added products 


The emission of greenhouse gases and 
pollutants by the minerals and metals and 
associated industries (e.g., transportation) 
are reduced / Reduced emissions by 
minerals and metals associated industries 


The health and safety of workers in the 
mining industry are improved / Fewer 
work-related mining accidents and deaths 


The safety and security of The number of explosives-related accidents Expectations met 
workers and the public is below or at least comparable to the (all) 

average of the previous three years / Below 

or comparable to the average of the 

previous three years 


throughout Canada are 
improved with respect to 
explosives 
The quantity of explosives stolen is below 
or at least comparable to the average of the 


previous three years / Below or comparable 
to the average of the previous three years 
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and Intermediate Outcomes 


Intermediate Outcomes Key Performance Indicators / Targets ee ae 
Canadians are provided Canadians receive relevant, accurate, Expectations met 


Feith mitoratonto improve timely and accessible statistics, as defined (all) 

in Statistics Canada’s Quality Assurance 
Framework, on the minerals and metals 
industries / 100 percent compliance 


decisions regarding minerals 
and metals 


Regulatory programs meet 
Government of Canada The environmental assessments of 
objectives : “mining projects under the Canadian 
Environmental Assessment Act are 
completed within agreed-upon timelines / 
80 percent completed within agreed-upon 
timelines 


The regulatory process (e.g., the 
environmental assessment process, and 
regulatory permitting, licensing and 
authorization) are streamlined through 
a single-window approach / Provision of 
advice 


The quantity of rough diamonds imported 
from and exported to non-participants in 


the Kimberley Process / Nil trade 


Policies enhance the Federal policies are developed in Expectations met 
productivity and sustainability Partner ship with, and suppor ted by, (all) 
provincial and territorial mines ministers / 


High level of collaboration 


of the minerals and metals 
industries 


Aboriginals account for five percent of the 
labor force in Canada’s mining industry / 
Five percent of labor force 


Aboriginal awareness of the benefits 

and impacts of mining is enhanced / All 
requests for information honoured up to 
level of resources is available 
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The performance information presented in this report is based on NRCan’s 2007-08 results 


structure which improves our ability to deliver meaningful programs and results for Canada and 


Canadians. 


Operating Context 


RCan operates within the context 

of Canada’s vast endowment of 

natural resources, and a vibrant 

and growing global market for 

these resources. Canadians and the 
world expect that this resource endowment 
will be explored and developed efficiently and 
responsibly, with due regard to economic 
development, social development and 
environmental integrity. The keys to managing 
the breadth of the resulting resource-sector 
opportunities and threats are an authoritative, 
growing, widely disseminated understanding 
of the Canadian resource endowment, and 
world-class expertise in resource-related 
science and technology. 


NRCan views this Canadian natural resource 
context as three interdependent spheres: 

our rich natural resource endowment; the 
people of Canada and their ideas (i.e., their 
expectations, nowledge, skill and ingenuity); 
and the public and private sector systems that 
link people and ideas to resources. 


Within this broad resource sector framework, 
NRCan’ activities during 2007-08 were 
directed toward achieving our strategic 
outcome. As the departmental results structure 
evolves, three elements have increasingly come 
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to the fore as a basis for program planning, 
direction and accountability. These elements 
are: 


e economic development; 
e environmental responsibility; and 


e safety, security and stewardship. 


Economic Development — A fourth 
consecutive year of strong global economic 
growth in calendar 2007 sustained the global 
demand for energy, minerals, metals and forest 
products. The upward trend in global demand 
for resources — as measured by price change 
— continued during 2007-08. As a stable and 
reliable net exporter of these resources, Canada 
has been, and will continue to be, in a strong 
position to realize huge economic gains from 
this demand. 


A cloud over this picture of strong global 
resource fundamentals was the significant 
decline in the value of the U.S. dollar — the 
currency of commodity trade — relative to 
many other currencies, including the Canadian 
dollar. With domestic resource development 
being transacted in Canadian dollars — which 
are appreciating in value relative to the USS. 
dollar — the increase in global resource prices 
over 2007-08 was less favourable to Canada 
than it may first appear. 
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After a slight decline during 2006-07, oil 
prices returned to the realm of double-digit 
percentage price increases during 2007- 

08. This trend continues to present strong 
opportunities for both western Canadian, and 
Atlantic offshore petroleum production. High 
oil prices also continued to drive increases 

in the demand for the exploration and 
development of other established, and novel or 
alternative energy resources in which Canada 
has a strong position: natural gas, gas hydrates, 
uranium, hydroelectricity and biofuels. 
Canadian primary energy consumption 
increased in 2007 by a substantially smaller 
amount than GDP indicating improvements 
in energy efficiency comparable to all 
Organisation for Economic Co-operation and 
Development nations. 


Metal prices also remained relatively strong 
over 2007-08; gold prices were a notable 
exception, yielding double-digit growth. 
Overall, minerals and metals exploration 
spending reached record levels in 2007, and 
even similar levels of spending is indicated for 
2008. However, global economic uncertainties 
may moderate this record growth. 


The context for Canada’s forest sector is 
considerably more unsettled. While the 

value of the global forest products industry 
continued to grow in calendar 2007, Canada’s 
industry continued to grapple with substantial 
challenges. These challenges included tough 
competition from tropical nations practising 
plantation forestry and operating newer 
technology forest product mills; a major 
slowdown in U.S. lumber demand consequent 
to a deeply troubled housing market; and a 
ten-year trend of surging raw softwood log 
exports from Russia to key markets in Asia 
and Europe. On the other hand, the stable 
regime for U.S.-Canada trade in softwood 
lumber that was negotiated in 2006-07 by 
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the Canadian and U.S. federal governments 
continued to serve the interests of Canada’s 
forest sector during 2007-08. Furthermore, 
Russia implemented the first phase of a log 
export tax during 2007-08, which could renew 
opportunities for Canadian forest products 
exporters in future years. 


The importance of natural resources in the 
global economy holds tremendous promise 
for communities close to areas where Canada’s 
resources are located, including Aboriginal 
and northern communities. Commercial 
diamond mining in Canada’s North — which 
marked its tenth anniversary in 2007-08 — 

is a key example of the fulfillment of this 
promise. However, when these communities 
have few other economic opportunities, 

their dependence on resources makes them 
vulnerable to commodity market downturns, 
depletion of local reserves, or — in the case 
of forestry — major disturbances such as pest 
infestation and fire. Over the past five years, 
dozens of Canadian forest products mills have 
closed, and many thousands of forest sector 
workers have been laid off. 


Environmental Responsibility — 
Understanding and awareness of the 
environmental footprint of resource 
exploration and development continue to 
increase in step with the economic growth 
that fuels demand for natural resources. This 
increase is due, in part, to vast improvements 
in the ease of access to knowledge and 
information of all types. It is also a 
consequence of the broadening of horizons 
that prosperity brings: as a larger share of the 
world’s population has their immediate basic 
economic needs met, so then do these people 
seek to improve the long-term sustainability of 
their economic activity and the amenity value 
of their surroundings. 
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Canadians, consumers in key developed- 
world resource markets such as the U.S. and 
the European Union, and a growing fraction 
of the rest of the world expect the Canadian 
resource sectors — including Canadian firms 
participating in foreign resource exploration 
and development — to adhere to, and 
actively participate in the development 

and promotion of the highest standards 

of environmental responsibility. In 2007- 

08, developed world financial markets saw 
increasing efforts by institutional investors, 
investment analysts and, in some jurisdictions, 
regulators to deepen corporate reporting 

on social and environmental responsibility. 
Private sector executives have noted higher 
societal expectations for corporations to 

take on a public role, particularly in areas of 
environmental concern and balancing the 
growth in natural resource demand with 


limited supply. 
In 2007-08, the biggest single issues of 


environmental responsibility continued to be 
climate change and air quality, with intense 
interest and activity around the December 
2007 United Nations Conference on Climate 
Change in Bali, Indonesia. Scrutiny of 

the impact on carbon emissions of global 
petroleum resource development and, for 
Canada in particular, oil sands development 
continues to be intense. The role of sustainable 
forest management in the global carbon 
balance was given particular attention in 

Bali, and Canadian forest products exporters 
have reported industrial consumer concerns 
in the E.U. that link oil sands development 

to the sustainable management of the boreal 
forest. Management of the water resource 
requirements of oil sands development is also 
subject to increasing scrutiny. 


Environmentally and socially responsible 
mining practices and processes are also of 
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significant importance to Canada. Concerns 
are rising around the world regarding water, 
mine waste management, acid drainage and 
mine site reclamation. Although the Canadian 
minerals and metals sector has significantly 
reduced the environmental impact of its 
activities over the past two decades, this issue 
will continue to be one of the most important 
challenges for the sector in Canada and for 
Canadian mining companies working abroad. 


Turning to environmental change, the very 
large scale mountain pine beetle (MPB) 
infestation continued to spread in western 
Canada during 2007-08, but at a slightly 
reduced rate. Nevertheless, the projection 
remains that the substantial majority of lodge 
pole pine in British Columbia will be killed 
within the next five years, and concern about 
the spread of the infestation over the Rockies 
into Alberta remained intense. 


Calendar 2007 was a near-average year for 
wildland fire in terms of hectares of forest 
burned. 


Safety, Security and Stewardship — 
Maintaining Canada’s Arctic sovereignty is 

a priority for the Government of Canada, 
and NRCan has a key role to play in the 
management of northern and Arctic offshore 
resources. Arctic access could be eased if the 
more than 50-year trend of reduced Arctic 
sea ice is sustained. The extent of Arctic sea 
ice cover was lower in the summer of 2007 
than in any of the previous three years; on 
the other hand, as of late March 2008, winter 
Arctic sea ice cover was substantially greater 
than in any of the previous three years, 
although this increase represents relatively 
thin, first-year ice. 


International interest in the circumpolar 
region continued to grow in 2007-08. This 
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included a demonstration of Russia’s interest norms. Similarly, current and legacy hazards 
in the form of the widely publicized Arktika due to resource exploration and development 
2007 visit to the North Pole seabed in did not change significantly in 2007-08. 


August of 2007. The Danish LOMROG 2007 
expedition also conducted surveys to delineate 
the Arctic seabed north of Greenland in 
August and September of 2007. 


Other than the MPB infestation, the number 
and impact of natural disasters in Canada in 
2007-08 were fortunately within historical 
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Earth Sciences Program Activity 


Earth sciences knowledge and tools enable Canadians to achieve economic opportunities, a clean environment, 
and adapt to a changing climate, in safety and security 


Planned Spending / FTEs 
$233.8M / 1,582 


New economic 
opportunities created for 
Canadians 


Actual Spending: $196.9M 


Canadians and their institutions 
understand and prepare for the 
effects of a changing climate 


Actual Spending: $13.2M 


he Earth Sciences Program 
Activity provides the essential 
component of the science and 
technology (S&T) that Canadians 
need to make informed economic, 
social and environmental decisions. Geomatics 
Canada, Canada’s national mapping agency, 
provides geographic information on Canada’s 
landmass and offshore including topographic 
maps, legal surveys of Canada Lands, geodesy 
for accurate positioning, and the reception and 
archiving of earth observation data. The 


Actual Spending / FTEs 
$251.6M / 1,531 


cessmrelprninan ein myyecson iercrerinntsnenntien 


Reduced stress on the 
environmental ecosystems and 
human health 


Actual Spending: $18.4M 


Increased safety and 
security of Canadians 


Geological Survey of Canada, Canada’s 
national geoscience agency, works with the 
provinces and territories to provide the 
geological information that ensures a 
competitive investment climate for mineral 
and petroleum exploration, elucidates 
grouzzndwater resources, maps the geology of 
the seafloor, helps reduce the risk posed by 
natural hazards such as earthquakes, magnetic 
storms, landslides, and naturally-occurring 
toxic substances. The Earth Sciences Program 
Activity also manages horizontal programs in 
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Actual Spending: $23.1M — 
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climate change impacts and adaptation, and 
GeoConnections; delivers on Canada’s 
commitment to monitoring nuclear explosions 
under the Comprehensive Nuclear Test Ban 
Treaty; responds to nuclear emergencies; and 
provides logistics support to Arctic science 


through the Polar Continental Shelf Project. 


Key Achievements 


New economic opportunities created for 
Canadians — Economic opportunities 
often develop from the release of public- 
good information, such as that provided by 
NRCan, which is required to understand 
the investment risk associated with assessing, 
managing, regulating and monitoring 
potential environmental impacts of 
exploration, development and transportation 
of mineral, oil and gas resources. Exploration 
for unconventional sources of energy, such 
as coal bed methane and gas hydrates, and 
the development of these potential resources 
are necessary for a secure supply of energy. 

In addition, the department's S&T provides 
the science basis for an environmentally 
responsible and sustainable framework 

for the extraction and use of these natural 
resources. Economic opportunities also arise 
from having a robust, reliable system of legal 
surveys for those lands for which the Crown 
has responsibility. All related programs are 
on track to meet expected results. More 
information on these programs and on the 
following key achievements can be found at 


http:/ / €S$.NrCan.gC.ca/ pri/ co e.php. 


The department’s Targeted Geoscience 
Program (TGI-3) supports existing base 
metal mining communities by generating 
and disseminating geoscience knowledge 

to increase the likelihood of the discovery 
of new base-metal deposits or extensions of 


known deposits. Companies are applying the 
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new TGI-3 geoscience knowledge to their 
exploration strategies, and are proactively 
seeking to share their new data, and to 
collaborate in its interpretation of the data 
with TGI-3. Partnerships with the provincial 
geological agencies have been a key to TGI-3’s 


SUCCESS. 


Geoscience knowledge created by the NRCan 
Beaufort-Mackenzie Project has contributed to 
new exploration investments in the Beaufort 
Sea. Industry active in the region had access 
to this knowledge and Imperial Oil and 
ExxonMobil applied it in their geological 
analysis of the area, and successfully bidding 
$585 million for an exploration licence for a 
205,000 hectare parcel in the Beaufort Sea. 
This investment represents a 10-fold increase 
in the value over bids in previous years. 


In the Mackenzie Valley, new geoscience 
information created and published by 
NRCan’s Mackenzie Corridor Project 
contributed to increased exploration 
investment in the region and to the successful 
discovery of the Summit Creek Play by 
Northrock Resources and Husky Oil. NRCan’s 
regional geological expertise has led to further 
interest of companies active in the region. For 
example, MGM Resources, Devon and Kodiak 
Resources have sought the regional expertise 
of NRCan’s geoscientists prior to undertaking 
new field work and drilling programs. 


In eastern Canada, the release of NRCan 
geoscience data and interpretations 
contributed to a dramatic increase in the level 
of petroleum exploration. In Québec, new 
exploration permits generated over $1 million 
in revenue for the province, along with an 
increase of private sector investment from 
$2-3 million to approximately $10 million last 
year (the projected increase for 2008-09 will 
be nearly $20 million). Similar increases have 
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been reported in New Brunswick, including 
$50 million a year over several years in drilling 
and supporting services around Sussex, and 
new multi-million dollar drilling and seismic 
surveys in Newfoundland. 


On the east coast, geoscience information 
provided by NRCan, such as the 
interpretation of geological structures, is 
being used by industry to prepare assessments 
leading to investment decisions. In addition, 
this new geoscience information has been 
made available to the Canada-Newfoundland 
and Labrador Offshore Petroleum Board 
(CNLOPB) in order to assist in the Board’s 
own assessments of offshore resources, 
contributing to enhanced management of 
these resources. 


New geoscience knowledge has created an 
improved understanding of seafloor stability 
off the coast of Labrador, a critical factor 

in ensuring safe exploratory drilling. The 

first state-of-the-art seabed information to 

be collected in more than thirty years — 
accomplished through collaboration with 
industry, universities and the provinces — has 
been made available in the public domain. This 
data are of critical importance to a recently 
launched environmental assessment by the 


PERFORMANCE REPORT 


CNLOPB off the Labrador Shelf prior to the 


leasing of lands for exploration in 2008. 


NRCan provided geoscience expertise to 

the Joint Review Panel (Mackenzie Valley 
environmental assessment review panel) on 
sixteen issues that were reviewed in regard 

to the Mackenzie Valley pipeline. The 
department’s contribution to the impact of the 
work of the Mackenzie Valley Environmental 
Assessment project has been cited as an 
example of the importance of NRCan’s role 
as a provider of an independent, neutral and 
balanced perspective supporting decisions of 
national importance and scope. 


NRCan is investigating the potential of gas 
hydrates, an ice-like substance to provide a 

new source of clean-burning natural gas under 
its Gas Hydrates Program. Based on sparse 
preliminary data, the Canadian Arctic is 
believed to hold vast but unproven quantities 
of gas hydrates that could exceed all current 
conventional gas reserves. In March 2008, 

a collaborative effort with researchers from 

the Japan Oil, Gas and Metals National 
Corporation and Northwest Territories’ Aurora 
Research Institute at the Mallik site in the 
Mackenzie Delta was successful in achieving the 


Hydrocarbon exploration and development and commercial fishing are two key sectors of Canada’s 
maritime econoray. NRCan continues to contribute to hydrocarbon-related activities and, in addition, 
has contributed to improved fishing management through the provision of new seabed mapping data that 
has been incorporated into marine management plans. This information has contributed to the voluntary 
closure of certain fishing areas for the conservation of stocks, which in turn will lead to a stronger resource 
within a sustainable ocean management framework. Adoption of NRCan seabed maps by the fishing 
industry increased cost-effectiveness and led to the reduction of the environmental impacts from dredging 


and dragging. This work has been recognized by a 2008 Excellence in Technology Transfer Award by the 


Federal Partners in Technology Transfer. 
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first sustained production of natural gas from 
solid hydrates by depressurization. 


NRCan’s United Nations Convention on the 
Law of the Sea (UNCLOS) Program has been 
designed to produce a scientifically sound 

and defensible claim to support Canada’s 
sovereign rights on resources on or below the 
seabed in the Atlantic and Arctic continental 
margins, beyond the current 200 nautical 
mile-exclusive economic zone. The survey 
program has been developed in collaboration 
with the Department of Foreign Affairs and 
International Trade and the Department of 
Fisheries and Oceans to maximize the area of 
Canada’s claim and contribute to its successful 
acceptance. 


In 2007-08, several UNCLOS-related 

surveys were undertaken, including one in 
conjunction with Sweden and Denmark, using 
a Russian nuclear icebreaker under contract. 

In some of areas, severe ice conditions and the 
extreme lack of visibility made it impossible 

to collect data emphasizing the fact that, 
although substantial progress is being made, 
the environmental challenges NRCan faces are 
considerable. More information on UNCLOS 


can be found at http://ess.nrcan.ge.ca/pri/ 
nat_e.php#cs. 


Secure land tenure is achieved through 
properly demarcated boundaries and the clear 
ownership of property rights as recorded in 
the Canada Lands Surveys System (CLSS) 
and the land registration systems it supports. 
This year’s results in connection with various 
comprehensive land claims programs in 

the North are as follows. In the Yukon: for 
the Kluane First Nation, 18 parcels were 
surveyed bringing 75 percent of the claim to 
completion; and for the Kwanlin Dun First 
Nation 33 parcels were surveyed, bringing 65 
percent of the claim to completion. For the 
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Carcross/Tagish First Nation, 43 parcels were 
surveyed bringing 35 percent of the claim 

to completion. In the Northwest Territories 
for the Tlicho First Nation, 15 parcels were 
surveyed representing 4.8 million acres of land, 
bringing 50 percent of the Tlicho land claim 


to completion. 


In southern Canada, 103 survey projects 
were completed to support First Nations 
self-government initiatives and specific land 
claims. This work included support for the 
transfer of 159,000 acres of land to First 
Nations in Manitoba and 41,000 acres in 
Saskatchewan. In addition, the CLSS On- 
Line was introduced to increase efficiency 
of the property rights system. All of these 
activities support capacity development in 
Aboriginal communities and sustainable 
economic development. More information on 


this program can be found at http://ess.nrcan. 


Reduced stress on the environmental 
ecosystems and human health — The 
Minister of NRCan is responsible, under the 
Canadian Environmental Protection Act and 
the Canadian Environmental Assessment Act, 
for fostering the sustainable development 

of Canada’s natural resources through the 
provision of geoscience expertise and advice. 
Program expectations over the reporting 
period have been met. 


Through departmental programs such as 
the Environment and Health Program, 
the Mapping Groundwater Program, 

and the Legislated Environmental and 
Resource Assessment Service, NRCan 
provides key information and expertise for 
effective decision-making. For 2007-08, 
key achievements include the completed 
assessments of nine Canadian aquifers, 
with three more assessments underway. 
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Geoscience expertise was provided in 

56 projects undergoing federal environmental 
assessments (i.e., Mackenzie Gas Project, 
Kemess North in B.C., White Point Quarry 
and Marine Terminal in Nova Scotia, and the 
Victor Diamond Mine in Ontario). More 


information can be found at http://ess.nrcan. 


gc.ca/pri/cl_e.php. 


Canadians and their institutions 
understand and prepare for the effects 

of a changing climate — Faced with the 
impacts of a changing climate, Canadians 
need to understand, prepare for and adapt 
to the anticipated environmental, economic 
and societal effects on their communities, 
infrastructure and way of life. This 
Government of Canada priority is one of 
eight themes of the Clean Air Agenda. The 
department generates and publicizes earth 
sciences data and information aimed at 
improving the assessment of the vulnerability, 
and response, of Canada’s landmass and 
coastal areas to the effects of a changing 
climate. 


NRCan’s Enhancing Resilience to a Changing 
Climate and the Climate Change Impacts 

and Adaptation programs are on track to 

make information available and to develop 
and implement mechanisms for collaboration 
between different levels of government, private 
sector entities and community organizations 
on complex adaptation issues. More 
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information can be found at http://ess.nrcan. 
gc.ca/pri/cc_e.php and http://adaptation. 
nrcan.gc.ca/index e.php. 


Increased safety and security of Canadians 
— NRCan provides information aimed at 
reducing the risks to Canadians from natural 
hazards by understanding and monitoring 

the actual and probable occurrences of 
earthquakes, geomagnetic storms, tsunamis, 
volcanoes and landslides, leading to the 
identification of risk mitigation options. In 
addition, in the event of a civil emergency, the 
department provides geographical and satellite 
information to a wide range of clients. All 
related programs are either on track or have 
met expectations. 


Through NRCan’s Reducing Risks from 
Natural Hazards Program, the department 
developed a seismic model that provides 
information on expected ground shaking from 
earthquakes at a given location in Canada. The 
model will form the basis of seismic design 
regulations of the National Building Code of 
Canada. 


NRCan’s security-related activities include 
cooperation with the United States 
government on maintaining the international 
boundary line and vista. More information can 


be found at http://ess.nrcan.gc.ca/pri./pub_e. 
php. 


NRCan participated in a civil emergency exercise involving other government departments and some 
portfolio agencies. As well, lessons learned from two in-house civil emergency tabletop exercises are used to 
further enhance our capability to respond to any potential future civil emergency within our mandate. 
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Canadians benefit economically, environmentally, and socially from the sustainable production, 
development and use of Canada’s abundant energy resources 


Planned Spending / FTEs 
$1,593.9M / 1,141 


UR ARE ARS Be RRS SP BSN BEAU yp neo acc Seem 


Domestic and international energy 
policy analysis, development and 
advice that supports the sustainable 
development of Canada’s energy 
sector 


Actual eee $8.3M 


ge ee ee iiibace i pittieamsin 


A fair, efficient and competitive 
oil, natural gas and petroleum 
products marketplace that is 
consistent with Canada’s social 
and environmental goals 


Actual Spending: $163.0M 


Actual Program Spending / FTEs 
$2,807.1M*/1,252 | 
(Includes Statutory Payments $2,388M"*) : 


Sustainable 

development and safe and 

reliable delivery of electricity with 

A a reduced environmental footprint 


Actual Program Spending: $69.3M 
Statutory Payments: $2,388M* 


Improved energy efficiency 

of all sectors and increased 
production and use of alternative 
transportation fuels in Canada 


Actual Spending: $61.1M 


Canadians derive new economic, 
environmental and social benefits 
through federal energy S&T 


Actual Spending: $117.4M 


Statutory sein for Atlantic Offshore — these expenditures were largely offset by oil and gas royalty revenues received during the year 


($1.7 billion 


Pursuant to the Atlantic Offshore Accords, NRCan receives the federal royalty revenues related to the offshore — which 


were greater than planned due to significant increases in oil prices and production — and subsequently makes payments to the provinces 
equivalent to the royalty revenues received. Refer to page 72 for more information on revenues. * 


he Energy Program Activity 
fosters the sustainable 
development and responsible use 
of Canada’s energy resources to 
meet the present and future needs 
of Canadians. It focuses on an integrated 
package of S&T, policies, programs, 
knowledge and international activities in the 
areas of energy efficiency (residential, 
commercial, industrial, transportation), 
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renewable energy, electricity, bioenergy, 
nuclear energy, alternative transportation fuels 
and the production of conventional and 
unconventional fossil fuels to further 
sustainable development. Through its work, 
the program helps address the environmental 
impacts associated with energy production 
and use; promotes better environmental and 
consumer choices; develops and demonstrates 
new technology solutions; facilitates North 
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American and international trade in energy; 
contributes to technical innovation, job 
creation and economic growth; facilitates 
environmental protection and increased public 
safety and security; and helps to ensure 
competitively priced, reliable and secure 
energy supplies for Canadians. 


Key Achievements 


Domestic and international energy policy 
analysis, development and advice that 
support sustainable development of Canada’s 
energy sector — Energy is a major pillar of the 
Canadian economy, representing 7.2 percent 
of our GDP in 2006. The energy sector 
provides over 270,000 well-paying skilled jobs 
in Canada. At the 2007 Council of Energy 
Ministers’ meeting, federal, provincial and 
territorial ministers worked to continue this 
growth through increased intergovernmental 
cooperation in advancing regulatory efficiency, 
collaboration on the development of new 
energy technologies, and improving energy 
efficiency. 
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NRCan also worked closely with DFAIT 

to advance the climate change, clean energy 
and energy efficiency aspects of the G8 
Summit in Heiligendamm, Germany, as well 
as the follow-up to the Gleneagles Plan of 
Action on climate change and clean energy. 
In November 2007, Canada hosted the 
G8-International Energy Agency-Carbon 
Sequestration Leadership Forum workshop 
in Calgary, where NRCan was instrumental 
in developing the recommendations to G8 
Leaders for early opportunities in carbon 
capture and sequestration. NRCan’s policy 
analysis and technical expertise in energy, 
forestry and climate change adaptation 
anchors the Government of Canada’s Kyoto 
implementation and post-2012 negotiations 
in bilateral and multilateral climate change 
fora, including the United Nations Framework 
Convention on Climate Change (UNFCCC), 
the US.-led Major Emitters Process, the G8 
and Asia-Pacific Economic Cooperation. 
The department plays a leadership role in the 


Although air emissions from energy have increased with economic growth, progress is being made. For 


instance, Canada’s emissions intensity, expressed as carbon dioxide emissions from fuel combustion per unit 
of GDP, have declined by 21.6 percent between 1990 and 2006 (the latest year for which data are available). 
NRCan played a critical role in supporting the Government in the development and implementation of 

the Clean Air Agenda. In 2007-08, NRCan worked closely with Environment Canada (EC) to finalize 

the Regulatory Framework for Industrial Greenhouse Gas Emissions and to develop the Horizontal 
Management, Accountability and Reporting Framework for the effective inter-departmental management of 


climate change and clean air programming. 
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UNFCCC'’s Experts Group on Technology 


Transfer. 


Internationally, Canada stands out as one of 
the world’s key energy suppliers with exports 
totalling over $86 billion in 2006. Canada 
strengthened its key energy relationship with 
the US., particularly through the North 
American Energy Working Group. The 
Trilateral Agreement for Cooperation in 
Energy Science and Technology, signed in 
July 2007 in Montebello, provides a formal 
framework for mutually beneficial research, 
development and deployment of energy 
technologies. NRCan’s energy trade position 
was strengthened through a Nova Scotia- 
Chinese workshop on energy and the creation 
of a Canada-European Union energy dialogue 
initiated by leaders. More generally, Canada 
worked through the International Energy 
Agency to promote open and transparent 
markets and the diversity of global energy 


supply. 
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Sustainable development and safe and 
reliable delivery of electricity with a reduced 
environmental footprint — In January 2007, 
Prime Minister Harper announced more than 
$1.5 billion in funding for the eeoENERGY 
Renewable Power and ecoENERGY for 
Renewable Heat initiatives to boost Canada’s 
renewable energy supplies. 


Following the extended shutdown of the 
NRU reactor in Chalk River, Ontario, in 
November 2007, and in the face of a worldwide 
shortage of isotopes directly or indirectly vital 
to the continued health of people around 

the world, the government introduced and 
passed emergency legislation to return the 
NRU back into service. The opinion of 
experts was that the risk of operating the NRU 
reactor was minimal in comparison to the 

risk of not restarting it. The reactor returned 
to service on December 16, 2007 and the 
much-needed isotopes were made available 

to health care facilities during the week of 


As of March 31, 2008, the ecoENERGY for Renewable Power program has registered 187 projects for a 
total capacity of approximately 11,700 MW. NRCan has signed 12 contribution agreements for 948 MW 
of capacity and committed $305 million over 10 years. It is estimated that by 2011, this program will 


result in the production of 14.3 terawatt hours (or 51.5 petajoules) of electricity per year of new, low- 


impact renewable power along with reductions in GHG emissions and critical air contaminants. As 


for the eeoENERGY for Renewable Heat program, it has received 323 applications and signed over 
200 contribution agreements worth about $6 million. An additional 13 projects have been selected for pilot 


projects for residential solar water heating, and contribution agreements with each of them are underway. 


It is estimated that by 2011, this program will result in the installation of 700 solar thermal units in the 


industrial/commercial/institutional sector and thousands of units in the residential sector which have the 


potential energy savings of 0.35 petajoules and significant reductions in GHG emissions and critical air 


contaminants (www.ecoaction.gc.ca). Program delivery is on track to meet these targets. 
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December 23, 2007. On February 4, 2008, 
Atomic Energy Canada Limited (AECL) 
announced the completion of the installation of 
a second seismically qualified motor connected 
to an emergency power back-up system. The 
NRU reactor is now operating at the highest 
level of safety during its fifty years of operation. 


NRCan fully supports nuclear power as 
part of the Canadian energy mix as a stable 
source of baseload generation with minimal 
climate change impacts. To this end, a 
number of achievements have been made over 
the past year. In November 2007, Canada 
officially announced that it would join the 
Global Nuclear Energy Partnership which 
promotes a safer, more secure and cleaner 
world through the responsible development 
of nuclear energy for peaceful purposes. The 
department also announced that it would 
conduct a full review of the structure of 
AECL to allow the Government of Canada 
to set a clear, long-term strategic direction 
for AECL. More information can be found 
at http://www.nrean-rncan.ge.ca/media/ 


newcom/2007/20071 22-eng.php. 


Over the course of the past year, NRCan 
moved forward on two important nuclear 
policy issues: the introduction of Bill C-5 
on the proposed Nuclear Liability and 
Compensation Act and the Government 
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of Canada’s decision on the approach for 
the long-term management of nuclear fuel 
waste. More information can be found at 


hetp://www.nrcan-rncan.gc.ca/media 


newcom/2007/200750-eng.php. 
As well, NRCan has continued progress 


on radioactive waste cleanup and 
decommissioning programs including 

the Nuclear Legacy Liabilities Program, 
historic wastes and the cleanup of Cold 
War-era uranium mines. In the second year 
of the program, key milestones include the 
completion of construction and the operation 
of a waste analysis facility at the Chalk River 
laboratory. 


A fair, efficient and competitive oil, natural 
gas and petroleum products marketplace 
that is consistent with Canada’s social and 
environmental goals — The Canadian oil 
and gas extraction industries continue to 
deliver strong economic benefits for Canada, 
accounting for 3.5 percent of GDP in 2007. 
Capital spending of $53 billion has nearly 
doubled since 2000 while industry exports 
have increased from $40 to $70 billion over 
the same period. 


Increased investment in Canadian natural 
gas exploration and development remains 
strong, with natural gas drilling at 12,600 wells 


An internal evaluation of the Phase I Port Hope Area Initiative found that the Low-Level Radioactive Waste 
Management Ofhce completed the expected technical studies, preliminary environmental assessments and 


negotiation of municipal administrative costs in a manner that was considered cost-effective. The evaluation 
recommended that the Office produce a framework to clearly define its roles and ii peas aaa and those 
of other government departments. More information on this evaluation can be found at: hetp://www.nrcan. 


gc.ca/dmo/aeb/aeb-rpts-2007-EV0703-e.htm. 
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in 2007 compared to 9,000 wells in 2000. 
In Atlantic Canada, the Canaport liquefied 
natural gas project and the associated 
Emera Brunswick pipeline are both under 
construction. Energy producers and pipeline 
companies are also considering major energy 
investments in the North via the Mackenzie 
Gas Project. There has been an increase of 
participation in regulatory hearings as the 
public becomes more knowledgeable and 
engaged about energy projects. 


NRCan continued to provide timely 

and accurate information to the federal 
government, industry and the public 
concerning the development of crude oil, 
natural gas and refined petroleum products. 
In particular, the department published an 
annual outlook for updates for the natural 
gas industry, monthly oil market analyses and 
posts daily prices for crude oil, gasoline and 
other petroleum products, as well as the Fuel 
Focus publication on a biweekly basis. More 
information can be found at http://www.ngas. 
nrean.gc.ca and http://www.fuelfocus.nrcean. 


gc.ca/index_e.cfm. 


Canada now produces over one million barrels 


of oil each day from the oil sands. This rate of 
output could very well triple within the next 
ten years. While the development of Alberta’s 
oil sands undoubtedly provides an economic 
stimulus to western Canada and to Canada 

as a whole, it also gives rise to important 
social, environmental and economic issues. 
The government’s response to the report of 
the Standing Committee on Oil Sands can 


be found at http://cmte.parl.ge.ca/Content/ 
HOC/committee/391/rnnr/reports/ 
rp2614277/rnnrrp04/rnnr04-e.pdf. 
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With respect to energy infrastructure 
vulnerability assessments, the department 
updated the Canada-US. common 
methodology visit template and carried out 
five bi-national assessments. The department 
also provided expert advice to facility owners 
and Public Safety Canada to enhance the 
protection of critical infrastructure. Moreover, 
it reviewed the U.S.-Canada Power Outage 
Task Force final report on the implementation 
of the task force recommendations 
(September 2006) and monitored ongoing 
follow-up actions. 


Improved energy efficiency of all sectors and 
increased production and use of alternative 
transportation fuels in Canada — Canadians 
spent about $152 billion in 2005 (latest 

year for which data are available) on energy 
to heat and cool their homes and buildings 
and to operate their appliances, vehicles and 
industrial processes. This amount represents 
14.2 percent of the country’s GDP. From 
1990 to 2005, Canada’s overall energy 
efficiency improved by an estimated 15.8 
percent or 1096 petajoules. The change in 
energy use between 1990 and 2005, actual 
and without energy-efliciency improvements, 
is shown in the graph below. The difference 
in energy use due-to energy efficiency — 

the estimated energy saving — represents a 
reduction in energy costs of $20.1 billion in 
2005 and a reduction in GHG emissions of 
almost 64 megatonnes (Data source: Energy 
Efficiency Trends Analysis Tables at http:// 


oee.nrcan.gc.ca/statistics). 
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Figure 1-2 Secondary Energy Use, Actual and Without Energy Efficiency Improvements, 1990 
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The graph demonstrates a positive trend in 


energy-efliciency improvements, which is the 
target against which performance is measured. 


Moreover, renewable fuel production as a 
percentage of total transportation fuel and 
alternative fuel use as a percentage of total 
transportation fuel are both increasing in 
Canada. Our programs contribute to this 
positive trend. Detailed information on 
energy-efficiency program performance can 
be found in the Report to Parliament at 
http://oee.nrcan.ge.ca/parliament06-07. 
As well, more information about grants and 
contributions related to this program can 


be found at http://www.tbs-sct.gc.ca/dpr- 
rmr/2007-2008/index-eng.asp. 


In 2007-08, the government announced a 
suite of initiatives on clean energy under the 
banner of eeoENERGY and the program 
delivery is on track. These include regulatory 


activities and measures to encourage and assist 
Canadians to improve their energy use in all of 
the major end-use sectors: housing, buildings, 


equipment, industry, transportation, and 


renewable fuels (ethanol, biodiesel). Some of 


34 | Natural Resources Canada 


the key achievements under the eeoENERGY 


initiative include: 


ecoENERGY for Buildings and Homes 
— NRCan issued more than 6,600 labels 
for new houses and 102,800 for existing 
houses. Five provinces have active projects 
related to increasing the stringency of the 
Model National Energy Code of Canada 
for Buildings. In addition, six provinces 
have announced changes to building codes 
to achieve an energy efficiency rating of 


80 on NRCan’s EnerGuide Rating System. 
ecoENERGY Retrofit —102,800 homes 


had pre-retrofit energy evaluations and 
17,000 homeowners received grants 
averaging approximately $1,000 each. All 
regions of Canada, except one province 
and one territory, have matching programs 
that provide homeowners with seamless 
access to both orders of government 
support for home retrofits. In addition, 
96 retrofit projects were funded in small 
and medium organizations with under 
500 employees or less than 10,000 square 


metres. 
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Key achievements during 2007-08 related to regulatory processes include: 


e The Major Projects Management Office (MPMO) was established within NRCan to provide a single 
point of entry into the federal regulatory system for all stakeholders and to provide overarching 
management of the federal regulatory process for major natural resource projects. The creation of the 
MPMO has laid the foundation for a more predictable and accountable regulatory system that will 
improve the competitiveness of Canada’s resource industries while ensuring careful consideration of 
environmental standards and technical requirements. 


e ‘The Frontier and Offshore Regulatory Renewal Initiative has emerged as the chief vehicle for 
intergovernmental dialogue on frontier and offshore oil and gas regulatory policy and achieved 
substantial progress since its inception. The new Drilling and Production Regulations were drafted to 
make them goal-oriented and consultations with stakeholders have been undertaken. 


e Amendments to the Canada Oil and Gas Operations Act received Royal Assent in December 2007. 
These authorize the National Energy Board to oversee the economic regulation of pipelines and related 
infrastructure in Canada’s frontier. 


e The Deep Panuke project was the first offshore project to be reviewed in the context of the February 
2005 Atlantic Energy Roundtable Memorandum of Understanding on effective, coordinated and 
concurrent environmental assessment and regulatory processes. The timeline for the review was 
significantly shorter than past offshore oil and gas projects in Canada and was comparable to other 
international jurisdictions. 


More information on eco0ENERGY programs S&T knowledge. NRCan is on track with 
and achievements can be found at http:// the delivery of programs that support the 

www.ecoaction.gc.ca/ecoenergy-ecoenergie development of cleaner and more efficient 
or http://oee.nrcan.ge.ca. technologies, products and industrial 


processes, as well as encouraging deployment 


Canadians derive new economic, in new domestic and foreign markets. 


environmental and social benefits through 
federal energy S&T — NRCan is advancing NRCan’s energy S&T is accelerating 


the Government of Canada’s priorities the development and market readiness 

of a clean and healthy environment and of technology solutions in clean energy 
strong economic growth through strategic activities through public-private partnerships. 
partnerships that increase Canada’s energy NRCan’s efforts to develop and demonstrate 
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Since 1982, NRCan has been partnering with Iogen, an Ottawa-based manufacturer of industrial enzymes 


and a leading developer of technology, to produce fuel ethanol from cellulosic biomass. This is important 


because the department estimates that ethanol produced using Iogen’s technology could deliver about twice 


the GHG reductions compared to conventional grain-based ethanol. Using waste biomass feedstocks has 


the potential life-cycle GHG emissions reductions of 80 percent compared to gasoline, with the added 


advantage of a lower-cost feedstock than grain. These energy R&D efforts over the past 25 years have 


resulted in Iogen recently announcing that it expects to soon construct the country’s first full-scale cellulosic 


ethanol fuel facility producing an estimated 70 million litres per year. 


new leading-edge technologies are helping 
mobilize the competitive nature and 
creativity of entrepreneurs, and industry 
partnerships are strengthening our standing 
in the international community — all leading 
to an increase in the export of innovative 
energy technologies. For example, NRCan 
co-developed the environmentally advanced 
EcoChill refrigeration and heat recovery 
system. A recent installation at a multi-sport 
complex in Fort Saskatchewan, Alberta is 
saving 2,000,000 kWh per year of natural 
gas, reducing GHG emissions by 353 tonnes 
of carbon dioxide equivalent per year and 
recovering 85 percent of the refrigeration 
system's rejected heat which is then reused 
to heat the building and water. The system 
was also selected to be used at the 2010 
Vancouver Olympic Games in all ice and 
curling rinks, as well as the oval speed skating 
facilities where heating and refrigeration are 
required. 


The department was instrumental in 
the establishment of the International 


Electrotechnical Commission (IEC) 
Technical Committee 114 on Marine Energy. 
NRCan is the chair of this 15-member 
committee to develop nation-wide standards. 
In addition, NRCan and the Standards 
Council of Canada established a mirror 
committee that provides advice on the IEC 
standards development process to ensure that 
the international standards properly reflect 
the development needs of a rapidly growing 
marine energy industry in Canada. 


Over the past year, significant progress was 
made advancing technologies along the 
innovation curve. For instance, 15 percent 
of projects moved from one stage to another, 
from bench-scale research to pilot-scale and 
from pilot- to full-scale demonstration. The 
distribution of energy S&T projects is now 
21 percent basic research, 56 percent bench- 
scale, 14 percent pilot-scale and 9 percent 
demonstration, reflecting a balanced 
program. This suite of projects encompasses 
collaboration with more than a thousand 
national and international partners. Energy 
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Clean coal technologies have the potential to dramatically reduce air emissions. NRCan is actively 
conducting research on such innovative technologies, in particular, new zero-emission oxy-fuel combustion 
processes which combined with carbon capture, offers a means of burning fossil fuels with almost zero 
emissions. Many of these technologies are being developed by NRCan laboratories in collaboration with 
utilities and leading-edge researchers in universities and the private sector, to provide the knowledge 

and technologies for a new generation of cleaner coal-fired power plants. Carbon sequestration work 

in Saskatchewan’s Weyburn-Midale — an international university-government-industry project — has 
demonstrated the safe disposal of carbon dioxide in geological formations and is leading to a best-practice 
manual on the subject. 


S&T continued to show strong results in addresses key departmental and Government 
numbers of codes published (34), active of Canada priorities. 

Memoranda of Understanding (69), active 
patents (52), issued licenses (21) and patents 
(42). These indicators illustrate a continued 
strong and diverse S&T performance that 


More information on energy S&T programs 


can be found at http://www.nrcan.ge.ca/ 
com/eneene/science-eng.php. 


Natural Resources Canada a 


\| - Analysis of Performance by Program Activity 
Sustainable Forest Program Activity 


PERFORMANCE REPORT 


erocmosccannagioiion 


Healthy forests continue to provide balanced social, environmental and 
economic benefits to Canadians 


Planned Spending / FTEs 
$268.3M / 973 


An integrated national forest sector 
innovation system that addresses 
current and emerging issues 


Actual Spending: $50.7M 


Canada is a globally-recognized 
leader of forest sector 
sustainability 


Actual Spending: $6.8M 


Forest-dependent 
communities have choices and 
options for economic opportunities 


Actual Spending: $11.5M 


he Sustainable Forest Program 
Activity promotes the sustainable 
development of Canada’s forests 
for the social, environmental and 
economic well-being of present 
and future generations of Canadians. As the 
national science-based forest policy 
organization in Canada, this program activity 


Actual Spending / FTEs 
$206.7M / 892 


Canada’s climate change forest 
reporting obligations are met, and 
forest-based options for adaptation 
to, and mitigation of, climate 
change are developed 


Actual Spending: $13.4M 


Forest losses are 

addressed through the provision — 
of balanced social, economic and 

environmental information and — 

advice 


Actual Spending: $41.2M 


Canada’s forest industry competes 
successfully in the global forest 
products market 


Actual Spending: $83.1M 


plays a pivotal role in leading real change and 
results for a healthy forest and a strong forest 
sector by building consensus on key forest 
issues; shaping national and international 
forest policy agendas in response to forest- 
related international commitments and 
obligations; promoting the competitiveness of 
Canada’s forest sector; generating, assembling 
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and disseminating forest S&T and policy 
information; and in developing, implementing 
and transferring sustainable forest 
management knowledge, products, strategies 
and technologies to Canadians and to 
interested nations around the world. 


Key Achievements 


An integrated national forest sector 
innovation system that addresses current 
and emerging issues — The long-term 
competitiveness of the Canadian forest sector 
is dependent upon the ability of all of its 
stakeholders to develop the integrated national 
innovation system that is required to enable 
the innovation that is key to forest sector 
transformation. While still in the early stages 
of implementation, program delivery in this 
area is on track and meeting expectations. 


In 2007-08, NRCan continued to support the 
development of the recently-merged national 
forest research institute, FPInnovations, which 
comprises four divisions — Paprican, FERIC, 
Forintek and the NRCan-created Canadian 
Wood Fibre Centre (CWFC). With funding 
support from the Forest Industry Long-Term 
Competitiveness Strategy (FILTCS), this 
merger has created the world’s largest forest 
research institute whose primary objective 

is to maximize the value of Canada’s forest 
fibre and develop new products and market 
opportunities. More information on key 
accomplishments related to FPInnovations 


and the CWFC can be found at http://www. 


tbs-sct.gc.ca/dpr-rmr/2007-2008/index-eng. 
asp. 


NRCan is also working closely with provincial 
and territorial partners, industry and academia 
to achieve progress on a national forest 
innovation system. In collaboration with 

the Canadian Council of Forest Ministers’ 
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(CCFM) Innovation Working Group, 
significant work was completed on a forest 
sector innovation framework to develop and 
strengthen partnerships and lead to greater 
collaboration between government, industry, 
universities and granting councils on desired 
forest sector outcomes. Also under the 
auspices of the CCFM, NRCan is playing a 
key role in the development of Canada’s next 
forest strategy which focuses on forest sector 
transformation and mitigation and adaptation 
to climate change. More information can be 
found at http://www.ccfm.org. 


Canada’s forest industry competes 
successfully in the global forest products 
market — NRCan is on track with the 
delivery of programs to improve industry 
operational efficiencies and reduce costs; 
find new end uses for forest products and 
new markets in growth areas; address the 
technical barriers that can limit trade in new 
and traditional markets; and streamline the 
domestic policy and regulatory environment 
to support competitiveness while maintaining 
environmental and social values deemed 
important to Canadians. 


NRCan is making significant investments 
that are leading to the development of 
innovative technologies and expanded access 
to new and existing markets. Under FILT'CS, 
NRCan is promoting forest sector innovation 
and investment. For example, the recently 
established Transformative Technologies 
Program is leading to the development 

and adaptation of emerging breakthrough 
technologies. FILTCS is also providing 
investments aimed at expanding market 
access for Canada’s forest products through 
programs such as the Canada Wood Export 
Program, the North America Wood First 
Initiative and the Value to Wood Program. 
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An internal evaluation of the Value to Wood Program (VWP) (2002-07) demonstrated that the research 
component has been successful in facilitating value-added product opportunities through mid-stage generic 


research, and that it has also developed improved processes that have contributed to increased quality, 


productivity and reduced costs. A key impact of the program has been on the finger-jointing and I-joist 


manufacturing sector where, through economic forecasting techniques, benefits were estimated to be 


around $10 million annually. It is noted that the mechanisms for transferring research results to the smaller 


value-added firms and engagement with smaller companies in general, have been limited. The evaluation 


recommends that mechanisms be put in place to better monitor the impacts of the VWP, including 
improved monitoring of costs and benefits. More details on this evaluation can be found at http://www. 


nrcan.gc.ca/dmo/aeb/aeb-rpts-2007-EV0701-e.htm. 


Moreover, an evaluation of the Canada Wood Export Program (CWEP) (2002-07) found that the program 


has had a positive impact in coordinating the industry’s efforts in addressing market access issues such as the 


international acceptance of wood products in offshore markets. The program promoted cooperation and 


coordination among key forest sector stakeholders and appeared to increase the level and cost-effectiveness 


of private sector marketing activities. CWEP also influenced building code development in several key 


markets and the program's market access activities appear poised to make a significant impact in the near 


future. The evaluation recommended improvements to the current project and performance monitoring 


practices. It is also noted that CWEP should invest more in market development for product sub-sectors not 


well represented in offshore markets and that it should take steps to better respond to the needs of the wood 


manufacturing sector in the context of the North American market. More details on this evaluation can be 


found at http://www.nrean.gc.ca/dmo/aeb/aeb-rpts-2007-EV0704-e.htm. 


Additional information on these programs 
and key results for the reporting period can 
be found at http://www.tbs-sct.ge.ca/dpr- 

/2007-2008/index-eng.asp. 


Forest losses are addressed through the 
provision of balanced social, economic 

and environmental information and advice 
— Natural disturbances, such as fires and 
insects, can have major impacts on Canada’s 
forests. A continuing priority for NRCan is to 
develop the knowledge, tools and sustainable 
management strategies needed to help 
mitigate losses from these disturbances and 

to develop ways of integrating our knowledge 


of the social, economic and environmental 
dimensions of our forests for balanced decision 
making. Program delivery is on track to meet 
these priorities. 


The mountain pine beetle (MPB) infestation 
in B.C. and its rapid spread eastward 
constitute a major threat to Alberta’s forests 
and Canada’s boreal forest. The new Federal 
Response to the MPB Infestation Program was 
implemented in 2007-08 with the Province 

of B.C. and other areas requiring front- 

line control efforts. The national response 
consists of three key elements: controlling 

the spread into Alberta and the boreal forest; 
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_ An internal evaluation of the MPB Initiative (MPBI) (2002-07) shows that the program achieved its 
_ objectives to a large extent, notwithstanding the devastation and spread of the beetle. The evaluation 
of MPBI’s R&D program found that those interviewed for the evaluation rated much of the research as 
outstanding. Stakeholders and researchers praised the R&D program’s focused approach to funding priority 
_ research areas, its proposal mechanism, and its involvement of stakeholders at all stages. The Private and 
_ Federal Forestlands Rehabilitation Programs were also shown to have largely achieved their objectives. The 
_ MPBI’s management approach was effective and oversight ensured that all programs were well coordinated, 


cost-effective and well communicated. The evaluation provided recommendations to improve the design of 


_ future private forestlands and First Nations programming. More details on this evaluation can be found at 


http://www.nrcan.ge.ca/dmo/aeb/aeb-rpts-2007-EV0702-e.htm. 


protecting forests and forest communities; 
and recovering economic value from beetle- 
killed wood. Detailed information on key 
accomplishments under the Federal Response 
to the MPB Infestation Program for 2007-08 


can be found at http://www.tbs-sct.gc.ca/dpr- 
rmr/2007-2008/index-eng.asp and http:// 
mpb.cfs.nrcan.ge.ca. 


Under FILTCS, NRCan supported the 
continued development of a national 

forest pest strategy in 2007-08 to ensure an 
integrated response to this increasing threat. 
This work is being done under the auspices of 
CCFM and in collaboration with provincial 
and territorial governments. As well, NRCan 
continued to work with CCEM toward the 
implementation of the Canadian Wildland 
Fire Strategy to enhance strategic and 
operational coordination and cooperation 
among jurisdictions responsible for forest fire 
management in Canada. 


Canada is a globally recognized leader 

of forest sector sustainability — In 
collaboration with other federal departments 
and national partners, NRCan is on track 

in delivering a wide variety of programs and 


initiatives aimed at positioning Canada to 
achieve desired forest sector outcomes in 
international processes; to meet international 
commitments; and to encourage the emulation 
of our high standards of sustainable forest 
management by other forest countries. 


In October 2007, NRCan successfully 
renewed its program of technical cooperation 
with Russia that focuses on carbon budget 
modeling and accounting, forest fire 
management, forest certification and model 
forest development. NRCan has also been 
actively working with the Department of 
Foreign Affairs and International Trade 
(DFAIT) and the Canadian International 
Development Agency (CIDA) to advance 
efforts toward an international, legally binding 
instrument on sustainable forest management. 
Internationally, NRCan participated in 
meetings of 30 like-minded countries to 
advance the conceptual and tactical objectives 
of the proposed instrument; and nationally, 
NRCan coordinated the contributions 

of provinces and territories through the 
International Forestry Issues Working Group 
of the CCFM. 
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The department continued to provide authoritative information, knowledge and advice regarding the 

state of Canada’s forests overall. With specializations in biotechnology, pathology, and entomology, a 
bibliometrics evaluation of NRCan’s scientific publications, journals and papers demonstrates that NRCan 
is viewed by the forest community as the authoritative source of forest science information nationally. Based 
on five independently ascribed performance indicators, the evaluation ranked Canada (NRCan) fifth in the 
world overall, second in the number of publications produced, and fourth in areas of specialization. More 


details on this evaluation can be found at hetp://www.nrcan.gc.ca/dmo/aeb/aeb-rpts-2008-e.htm. 


The International Model Forest Network provided for the development of a proposed 
(IMEN) Secretariat successfully completed its Mediterranean model forest network and an 
move to NRCan under a multi-year agreement —_ emerging Russian national network. More 
with the International Development Research information on the IMEN can be found at 
Centre. IMFN is a voluntary association http://www.imfn.net. 


of partners from around the world working 


> . . 
toward the common goal of sustainable Canada’s climate change forest-reporting 


forest management and use. In 2007-08, the obligations are met and forest-based 


Secretariat substantially advanced conceptual options for adaptation to, and mitigation 


and operational planning for a circumboreal of, climate change are developed — 


model forest initiative with the participation NRCan is committed to developing an 


of Sweden and Russia. Support was also integrated science-based policy approach to 


Dr. Werner Kurz is the recipient of a 2008 Public Service Award of Excellence in the Innovation Category. 
The NRCan scientist received the award for advancing our scientific understanding of forests and increasing 
Canada’s international reputation for the steps it has taken in the careful management of this most precious 
resource. Dr. Kurz was also recognized for his contribution to the Intergovernmental Panel on Climate 


Change which shared the 2007 Nobel Peace Prize with former United States Vice President Al Gore. 
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assist Canada’s forest sector in adapting to 
climate change and mitigating its impact. 
To this end, the delivery of programs is on 
track and meeting expectations. Throughout 
2007-08, extensive work continued on 
improving the forest sector’s ability to 
understand, predict and assess changes to 
ecosystems as a result of climate change. 
NRCan has taken a lead role in determining 
possible climate-induced changes to natural 
forest disturbances, such as fire, insect 
infestations and disease. NRCan provided 
its contribution to Environment Canada’s 
April 2007 National Inventory Report, 
1990-2005: Greenhouse Gas Sources and 


Sinks which represents one of Canada’s 
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reporting commitments under the United 
Nations Framework Convention on Climate 
Change. The department also continued to 
improve information on forest contributions 
to climate change targets through the 
development of the National Forest Carbon 
Monitoring, Accounting and Reporting 
System. 


Forest-dependent communities have 
choices and options for economic 
opportunities — In collaboration with 
stakeholders, NRCan is on track with 
the development and implementation 
of capacity-building programs and 
initiatives aimed at helping forest- 


An internal evaluation of NRCan’s forest-related climate change activities showed that the department 


has developed a comprehensive foundation for understanding the implications of climate change for 


Canadian forests. These activities have resulted in several internationally-recognized publications, as well 


as important forest-related input to the International Panel on Climate Change. NRCan’s development 


of the National Forest Carbon Monitoring, Accounting, and Reporting System has played a crucial role 


in meeting international reporting obligations. The evaluation also noted that NRCan should work to 


develop an overall strategy on forest carbon monitoring, data needs assessment, and data management 


for climate change. Details on this evaluation can be found at http://www.nrcan.gc.ca/ dmo/aeb/aeb- 


rpts-2008-e.htm. 
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dependent communities manage forest 
sector transition challenges and seize new 
forest-based economic opportunities. In 
July 2007, NRCan launched the new 5-year 
$25-million Forest Communities Program 
and entered into long-term funding 
arrangements with 11 local community 
organizations from across Canada to 
develop and share new knowledge, tools and 
best practices in such areas as innovative 
forest tenure arrangements, the valuation 

of ecological goods and services, bioenergy 
and youth engagement in forestry. The 
program is establishing community level 
projects and is expanding to also support 
national and international initiatives with 
federal partners, provincial governments and 
non-government organizations that share 
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common interests and objectives. Additional 


information can be found at http://cfs. 
nrcan.gc.ca/index/fepgm. 


In 2007-08, the $5-million per year First 
Nations Forestry Program (FNFP) — a 
jointly funded forestry capacity-building 
initiative by NRCan and INAC — 
supported approximately 150 capacity- 
building partnership projects across Canada 
to assist First Nations at the community 
level to sustainably manage their forest 
resources and participate in forest-based 
opportunities, both on and off reserve. 
More information on FNFP projects and its 


achievements can be found at htt www. 
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Canadians derive sustainable social and economic net benefits from the assessment, development and use of 
mineral expertise, mineral resources, and related industries 


Planned Spending / FTEs 
$57.5M / 593 


"SASS Spa ateteecieetn deere ctr inortenttancrmemtateerantbeadesnntereree 


Investment in Canada’s 
exploration and mining industries is 
strengthened 


Actual Spending: $4.6M 


“RSS SUAN Rieu eh Natendenatntizes 


Canadians benefit from R&D with 
respect to minerals, metals and 
_ value-added products 


Actual Spending: $34.4M 


Be ee eT 


Canadians are provided with 
information to improve decisions 
regarding minerals and metals; 
Regulatory programs meet 
Government of Canada’s objectives 


Actual Spending: $6.1M 


ee eee 


“he Minerals and Metals Program 


~ Activity promotes the sustainable 

development and responsible use 

of Canada’s mineral and metal 

resources. A fundamental 
objective of the program is to develop 
technologies and solutions to problems in 
order to increase the competitiveness of the 
mining and processing industries; and to use 
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Actual Spending / FTEs 
$75.7M | 645 


Market access for mineral and 
metal commodities (including 
recyclables) and related 
industries is promoted and, where 
necessary, protected; Canada’s 
international prominence and 
investment in mining are secured 


, 


Actual Spending: $4.6M 


7 The safety and security of workers 
and the public throughout Canada 
are improved with respect to 
explosives 


Actual Spending: $7.6M 


Policies enhance the 

productivity and 
sustainability of the minerals 
and metals industries 


Actual Spending: $18.4M 


new materials and processes to enhance the 
competitiveness of the manufacturing, 
transportation and energy sectors. The 
program activity includes significant 
international activities to address barriers to 
market access and to transfer knowledge on 
Canada’s model for sustainable mineral 
resource development. Minerals and metals 
activities also focus on assessing the investment 
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climate for exploration and mining in Canada 
and abroad and on making policy 
recommendations. The program aims to 
increase the contribution of mineral 
development to the prosperity and well-being 
of Aboriginal and northern communities. 


Key Achievements 


Investment in Canada’s exploration and 
mining industries is strengthened — NRCan 
is meeting expectations with the delivery of 
programs that promote an internationally 
competitive investment climate for the 
mineral industry within Canada. Based on 
2007 exploration budget data, Canada has 
excelled in attracting the attention of investors 
in search of new mineral deposits. With 

more than 21 percent of the world’s total 
exploration budget ($2.7 billion in 2007), 
Canada remained the single largest exploration 
investment recipient in the world. 


Over the reporting period, NRCan, working 
with the Canada Revenue Agency, Finance 
Canada and the provinces and territories, 

was able to clarify the wording of the federal 
Income Tax Act so that the costs of consulting 
with Aboriginal and other communities, and 
of conducting certain environmental studies, 
are recognized as eligible for the 100 percent 
tax deduction accorded Canadian Exploration 
Expenses and to funding using flow-through 
shares. This change provides incentives for 
good social and environmental practices 

by companies conducting exploration. In 
addition, the Mining Exploration Tax Credit, 
which is the key component of super-flow- 
through shares, was extended for another year 


in Budget 2008. 


In addition, the Government of Canada took 
steps in late 2007 to ensure that the economies 
of Cape Breton Island and Nova Scotia 
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could benefit from a new coal development 
opportunity. When the Donkin Coal Block 
Development Opportunity Act received Royal 
Assent in December 2007, the legal framework 
was established to facilitate the exploitation 

of coal and to regulate employment at any 
Donkin mine. 


Despite intense competition from other 
countries, Canada has maintained its lead 
position in worldwide exploration and 
mineral development related equity financing. 
In 2007, Canadian-based companies raised 
more than $19 billion through Canadian 
financial institutions, or just under 36 percent 
of all equity — worldwide — for mineral 
exploration and development. 


Despite this recent success, Canadian proven 
and probable (mineable) reserves of base 
metals and precious metals have been generally 
declining for more than twenty-five years. 
However, sustained high levels of exploration 
have led to modest improvements in the 
reserves of most base metals. Nonetheless, this 
issue will need to be tracked closely to assess 
the ongoing status of known reserves. 


Market access for mineral and metal 

and related industries is promoted and, 
where necessary, protected; Canada’s 
international prominence and investment 
in mining are secured — The Government 
of Canada advocates a risk-based approach 
for minerals and metals to identify and 
address risks to human and environmental 
health. NRCan is meeting expectations 

or is on track with the delivery of related 
programs. Working with other departments 
to avoid unnecessary barriers to trade, NRCan 
engaged in discussions with the World 
Trade Organization and a coalition of other 
nations concerning the scientific basis for 
European Union proposals to classify and 
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label nickel compounds on the basis of hazard 
characteristics. NRCan also provided ongoing 
secretariat support and participated in the 
third annual meeting of the Intergovernmental 
Forum on Minerals, Metals, Mining and 
Sustainable Development. This international 
forum discussed intergovernmental 
collaboration in support of mines ministries’ 
engagement in the development of national 
and regional positions for the U.N. 
Commission on Sustainable Development’ 
review on mining in 2010-11. 


During the reporting period, NRCan 

worked with its counterpart agencies in 

the Government of Chile to develop a 
Memorandum of Understanding regarding 
Cooperation on Sustainable Development of 
Minerals and Metals, which is a deliverable of 
the Canada-Chile Partnership Framework. 
Discussions focused on areas of common 
interest, including S&T cooperation on 
environmental technologies and processes, 
Canada’s mining cluster model, mine closure 
and rehabilitation, market access, transparency, 
corporate social responsibility and sustainable 
development. 


In February 2007, the Government of 
Canada announced its official support for the 
Extractive Industries Transparency Initiative 
(EITI). This international coalition of 
governments, industries, investors and non- 
governmental agencies supports improved 
governance in resource-rich countries through 
the full publication and verification of 
company payments and government revenues 
for oil and gas and mining industries. The goal 
of EIT] is to foster greater transparency and 
accountability in the extractive sectors to help 
natural resources generate large revenues in 
order to foster economic growth and reduce 


poverty (http://www.nrcan-rncan.ge.ca/ 
media/spedis/2007/200768-eng.php) or 
(http://www.eitransparency.org). 


Canadians benefit from research and 
development with respect to minerals, 
metals and value-added products — NRCan 
is meeting expectations with the delivery 

of related programs. An example is the 
department's participation with industry 
partners in the first phase of an international 
research initiative that seeks to replace 
conventional blasting with novel, energy- 

_ efficient alternatives. The Explosive-Free 
Rock Breaking Technical Committee, a joint 
NRCan and industry initiative, is conducting 
a global search for further promising 
technology, knowledge and expertise for 
advancement and adaptation for the Canadian 
mining industry. This undertaking represents a 
great opportunity for NRCan to demonstrate 
world leadership in a major research initiative 
that impacts the productivity, energy 
efficiency, and sustainability of the Canadian 
mining industry. 


In partnership with Georgian BioFuels, 
NRCan successfully tested a B50 (50 percent 
blend) biodiesel fuel to determine the impact 
on emissions quality. As a test project, 

the Quinsam mine in British Columbia is 
adopting a clean engine package with the 
potential to be powered by a renewable 
resource fuel. In certifying diesel engines 
destined for use in underground mines, 
NRCan laboratories also prescribe the amount 
of clean ventilation air required underground 
to dilute emissions in order to protect mine 
workers’ health. 


In Budget 2007, the Government of Canada 
committed to provide $6 million per year 
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In collaboration with Canadian mining equipment manufacturer Mining Technologies International, 


NRCan helped develop the world’s first hybrid mining vehicle — a diesel-electric scoop tram. NRCan is 


now helping to evaluate the hybrid system, first at the Experimental Mine in Val-d’Or and then at four 


mining operations for a period of three months each. The hybrid scoop tram is expected to have a significant 


positive impact on the health of mine workers, the economic viability of underground mining operations 


and the energy costs associated with ventilation. This innovative achievement could also-open up important 


new market opportunities for the only Canadian manufacturer of scoop trams. 


to help relocate the CANMET Materials 
Technology Laboratory to new state-of-the-art 
facilities at McMaster University’s Innovation 
Park in Hamilton, Ontario. The investment 

is in addition to the $40 million that was 
allocated in Budget 2006 to help NRCan 
reposition the laboratory as a leader in research 
for the steel, automotive materials and other 
metal-manufacturing industries. 


Two major initiatives began during the 
reporting period toward developing materials 
technologies to reduce greenhouse gas 
emissions. NRCan began funding research to 
help the automotive industry develop lighter- 
weight vehicles through the development of 
higher-performance structural materials that 
continue to meet the safety requirements 

of Canadians. NRCan also began working 
with industry, universities and partners 

in the United States and China on a five- 
year, $22 million project to study the use 

of magnesium in the front of automobiles. 
The goal is to reduce the weight of vehicles 
by 60 percent and to subsequently improve 
fuel efficiency and significantly reduce GHG 


emissions. 


48 Natural Resources Canada 


A joint NRCan-industry project team has 
developed and patented a new technology 

to detect cracks on a metal’s surface, such as 
aircraft skins, oil and gas pipeline surfaces, 
and other structures. The device can detect 
and measure cracks of various sizes and 
angles below the surfaces of metals covered 
with protective coatings. In addition, 
NRCan conducted research to develop 
recommendations to the Canadian Standards 
Association on the types of coatings for use in 
the Mackenzie Valley Pipeline project. 


The safety and security of workers and the 
public throughout Canada are improved 
with respect to explosives — Over the 
reporting period, NRCan has met all program 
expectations related to the safety and 

security of workers and explosives. In 2008, 
the department published new restricted 
components regulations to help protect 
Canadians from the threat of criminal and 
terrorist bombings in the Canada Gazette 
Part I. These regulations restrict the purchase 
of nine potentially explosive chemicals to 
persons who have'a legitimate need for 
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them. These chemicals, known as explosives 
precursors, are not themselves explosives but 


can be used to fabricate homemade explosives. 


As part of the process, extensive consultations 
were held with the Royal Canadian Mounted 
Police, the Canadian Security Intelligence 
Service, and explosives regulators worldwide 
as well as with various stakeholder groups to 
ensure minimal negative business impacts 
and consistency with the directions being 
taken in other countries around the world. 
Consultations were also completed on the 
revised user fees for the explosives safety 
program. In addition, NRCan has signed an 
agreement with DFAIT to provide expert 
advice on blast effects and their mitigation to 
assist with the development of standards for 
embassy protection and ensure the quality of 
blast-protection work done by third parties. 
More information can be found at http:// 


www.nrcan-rncan.ge.ca/mms/ explosit/ over 


over _e.htm. 


Canadians are provided with information 
to improve decisions regarding minerals 
and metals; regulatory programs meet 
Government of Canada objectives — 
Program expectations have all been met. 
Among statistics and information created 
over the past year, NRCan produced the 2007 
version of the Principal Minerals Areas of 
Canada Map (900A) and a New Exploration 
Map of the top 100 off-mine-site exploration 
and deposit appraisal projects of 2007, based 
on expenditures. 


NRCan chaired the Kimberley Process 
Working Group on Statistics and is a member, 
in good standing, of the Working Group 

of Diamond Experts. Work is currently 
underway on many issues, including increased 
cooperation with the United Nations and 
improved transparency, interim measures to 
address non-compliance, revised peer review 
procedures, ensuring the submission of annual 


In 2007, the federal, provincial and territorial mines ministers agreed that regulatory improvement is a 
priority and acknowledged the importance of the new Major Projects Management Office (MPMO) at 
NRCan. The goal of the MPMO is to improve coordination with Canada’s regulatory system by providing 
industry with a single, efficient point of entry into the federal process. 
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statistics and reports, and procedures for 
admitting new participants. 


Policies enhance the productivity and 
sustainability of the minerals and metals 
industries — At the 64th Annual Mines 
Ministers’ Conference (MMC), federal, 
provincial and territorial mines ministers 
agreed to press forward in key areas to support 
the competitiveness of the mining sector. 

The ministers unanimously agreed that 
engagement between governments, Aboriginal 
peoples, communities, industry and other 
interested parties is essential to ensuring the 
long-term sustainability of Canada’s mining 
sector. As a result, the ministers directed 

that approaches be explored, including the 
development of best practices involving 
government, industry and Aboriginal peoples. 
In addition, MMC endorsed the creation of 
the Canadian Mining Innovation Council 
and asked that it develop a pan-Canadian 
mining research and innovation strategy. 
Participants reaffirmed their support for 
strengthening Canada’s public geoscience 
information to stimulate exploration for new 
mineral resources. They also agreed to develop 
concrete, practical approaches to address 

the shortage of skilled labour that affects all 
resource sectors. In support of this initiative, 
cooperative work began to share accurate 
labour market information and intelligence 
— through the Mining Industry Human 
Resources Council — to improve inter- 
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provincial mobility for mining sector workers, 
to develop information tools for employers 
and Aboriginal peoples, and to increase 
Aboriginal participation in the mining 
industry. 


In partnership with the Prospectors and 
Developers Association of Canada, the 
Mining Association of Canada, the Canadian 
Aboriginal Minerals Association and INAC, 
NRCan released a Mining Information 

Kit for Aboriginal Communities in 2006. 

In 2008, the Canadian Embassy in Lima 
translated and adapted this kit for use by 
Indigenous communities and Canadian 
mining companies in Peru. Based on the 
Canadian model, the adapted kit provides 
basic explanations of the mining life cycle 
and applicable laws and regulations as well 
as highlighting local community experiences 
in mining. This adaptation could also serve 
as the basis for further versions in other 
Latin American countries and as a central 
element in the delivery of community 
workshops. Furthermore, NRCan and the 
Mining Industry Human Resources Council 
have initiated and secured funding for a 
new publication to support Aboriginal 
participation in mining — Mining Industry 
Human Resources Guide for Aboriginal 
Communities. The department has met all 
related program expectations. 
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NRCan is enabled by supportive corporate management functions 


en Geel Rae occ neem ee ena oe tine Saeco ce 


his program activity’ deals with 

results-based management and 

internal governance. In short, it is 

about the people, tools and 

supporting mechanisms required 
by the department to deliver on its mandate, 
mission and departmental priorities. 
Integrated and effective corporate 
management and services also help NRCan 
reposition its program enablers to deliver on 
the Government of Canada’s agenda for 
management improvement. 


Key Achievements 


Through NRCan’s North Star initiative, the 
department is strategically transforming itself 
to become a more dynamic, collaborative 

and results-based organization. Our new 
natural resources policy framework gives 
focus and scope to departmental activities, 
enabling a shift from a sectoral approach toa 
more integrated model focused on a shared 
departmental vision and strategic outcomes 
that serve Canadians. Organizational 
changes — including a united science and 
policy function, cross-sectoral task groups 

on horizontal issues, and the introduction of 
collaborative communication and engagement 


tools — are changing the way we work 
internally and with stakeholders. 


Regarding portfolio coordination, NRCan 
cooperated with portfolio agencies on 
common policy issues and reports to 
Parliament, and it provided assistance 
with appearances before House and Senate 


Parliamentary Committees. The department 


is currently assessing options to improve the 
portfolio coordination function. As a result, 
the Minister of Natural Resources will receive 
integrated advice on a more timely basis. 


NRCan and the public service as a whole are 
facing unprecedented human resources (HR) 
and talent management challenges arising 
from an aging workforce, a competitive labour 
market, and critical skill shortages. In response 
to these challenges, NRCan developed a 

fully integrated HR plan incorporating 
sector-specific plans into one document 

at the departmental level. To maintain 
NRCan’s representation of all four designated 
employment equity groups, numeric goals 
were established for the recruitment and 
promotion of visible minorities in the 
executive cadre, and women as research 
scientists. As well, a HR Renewal Committee 


' The resources for this program activity are distributed across all other program activities. 
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The Major Projects Management Office officially opened its doors on February 26, 2008. This marks an 


important step toward improving the management and performance of the federal regulatory system for 


major natural resources projects. Key accomplishments during the reporting period include securing the 


approval of a Cabinet Directive on Improving the Performance of the Regulatory System for Major Resource 


Projects and negotiating a Memorandum of Understanding between the key regulatory departments most 


involved in natural resource projects’ to clarify the roles and responsibilities of departments in implementing 


the new Directive, including further guidance on how departments will work together to improve the 


accountability, transparency, timeliness and predictability of the federal regulatory system for major resource 


projects. More information on this horizontal initiative for which NRCan is the lead department can be 


found at http://www.tbs-sct.ge.ca/dpr-rmr/2007-2008/index-eng.asp. 


has been created to set the department’s 
strategic direction for talent management. The 
department has begun implementing strategies 
for corporate-wide talent management, 
fostering a learning environment, a quicker 
and more collective approach to staffing across 
the department, and enhanced recruitment of 
younger professionals and other highly-skilled 
personnel to fill mission-critical and other 
specialized positions. 


As a knowledge-based organization, NRCan 
approved an Enterprise I-Strategy to serve 

as a foundation for the development of 

the department’s Enterprise Information 
Management and Technology (IMT) Strategic 
Plan. The plan will guide the development 

and governance of the department’s IM/IT 
environment at an enterprise level in support 
of the effective delivery of programs. In 
addition, a pathfinder project with Library and 


Archives Canada was completed to assess the 
viability of an innovative risk-based approach 
for the disposal of records. Based on the 
success of this pathfinder, this approach will 
be implemented on a broader scale with the 
Government of Canada. 


Recapitalization of NRCan’s real property 
holdings remains an ongoing challenge since 
the current capital allocation is well below 
the investment levels required to prevent 

the progressive deterioration of facilities. To 
temporarily bridge this gap and the associated 
risks of the decaying infrastructure, funding 
was acquired from the TB Management 
Reserve for priority health and safety projects 
totalling $8.3 million over three years. 
Building on the strength of a long-term 
capital plan, a well-developed real property 
management framework and a real property 


> Natural Resources Canada, Canadian Environmental Assessment Agency, Department of Fisheries and Oceans, 
Indian and Northern Affairs Canada, Transport Canada, Environment Canada, National Energy Board, and 


Canadian Nuclear Safety Commission. 
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strategy for the National Capital Region, 
national portfolio rationalization and the 
development of strategic replacement projects 
continues. In 2007, a qualitative review 
assessed the potential of a public-private 
partnership option to replace two deteriorated 
facilities located at the Booth Street Complex. 


Through innovative approaches to internal 
shared services, NRCan generated more than 
$5.5 million in cumulative savings and took 
steps to increase overall client satisfaction 

by the end of 2007-08. These improvements 
include the introduction of innovative business 
tools such as e-procurement; streamlining 

of end-to-end processes, including the 
introduction of express-lane stafing; ongoing 
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client-focused service delivery; and an 
enterprise approach to fleet management and 


IT purchasing. 


Moreover, NRCan developed a concept 

paper for the effective integration of classified 
information in departmental policies and 
programs which sets out a more efficient 
process for making confidential documents for 
departmental use. 


NRCan also continued to manage its 
Management Accountability Framework 
assessment results which are available at 


http://publiservice.tbs-sct.ge.ca/maf-crg/ 


assessments-evaluations/2006/rsn/rsn_e.asp. 
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1. Departmental Link to Government of Canada Outcomes 


($ millions) Actual Spending 2007-08 
Program Activities Budgetary Non- Total Alignment to GoC 
Budgetary Outcome Areas 

Earth Sciences* 251.6 251 Strong Economic 
Growth 

Energy 419.1 419.1. A Clean and Healthy 

Environment 

Sustainable Forest 206.7 206.7 Strong Economic 
Growth 

Minerals and Metals ‘Sis ee Strong Economic 
Growth 

Sub-Total vi pe! vp es! 

Statutory Payments — Atlantic Offshore 

Energy™* 2,388.0 2,388.0 

Total NRCan 3,341.1 3,341.1 


Includes the Earth Sciences — Geomatics Canada Revolving Fund. 


Actual spending includes: Nova Scotia Offshore Revenue Account $493.2 million; Newfoundland Offshore 
Petroleum Resource Revenue Fund $1.7 billion; and Newfoundland Fiscal Equalization Offset Payments 
$188.6 million. These expenditures were largely offset by oil and gas royalty revenues received during the year 
($1.7 billion). Pursuant to the Atlantic Offshore Accords, NRCan receives the federal royalty revenues related 
to the offshore — which were greater than planned due to significant increases in oil prices and production — and 
subsequently makes payments to the provinces equivalent to the royalty revenues received. Refer to page 72 for 
more information on revenues. 
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2. Comparison of Planned to Actual Spending (including FTEs) 


($ millions) page? | 200632007 L Main ae ee caer A ] 
Actual Actual ais 
Seba Estimates Spending’ Authorities Spending! 
Program Activities ; 
Earth Sciences’ DAT AG: 238.6 233.3 233.8 265.7 251.6 
Energy | 5724| 491.8 543.2] 543.3) 00 $43.1 419.1 
Forest® 158.7 178.1 [oe 27°262.8 268.3 262.2 206.7 
Minerals and Metals* ret on: 74.3 Sore Die 77.8 Uy 
Sub-Total 1,029.6. 982.8 1,094.6 1,102.9 1,148.8 24 
Statutory Payments — Atlantic Offshore 
Energy) | 6504; 702.9} 1,050.5, 1,050.6) 2,391.6) 2,388.0 
Total 1,680.0 | 1,685.7 2,145.1 2,153.5 3,540.4 3,341.1 
Less: Non-respendable — (564.9) (468.3) (498.7) (1,041.6) (1,894.6) (1,894.6) 
revenue | | 
Plus: Cost of services . 43.0 40.1 40.1 40.1 39.8 39.8 
received without charge 
Total Departmental 1,158.1 12575) 16865) 0.11520 1,685.6 1,486.3 
Spas | | 
FTEs 6S 4,379 4,456 4,289 4,289 4,320 


Ill - Supplementary Information 
Comparison of Planned to Actual Spending 


The resources for the Corporate Management Program Activity are distributed across all other program activities. 
Includes the Earth Sciences — Geomatics Canada Revolving Fund. 


Actual spending was less than planned for the Federal Response to the Mountain Pine Beetle Infestation in British Columbia because 
funding in the amount of $43.6 million was transferred to Western Economic Diversification and to Transport Canada, thereby 
reducing planned expenditures within NRCan. Moreover, funding for the Forest Industry Long Term Competitiveness Initiative in 
the amount of $10.4 million was deferred for future year spending. 


Actual spending was higher than anticipated in program management and support in the amount of $13.6 million which reflects 
a change in reporting of some corporate activities (i.e. shared services, communications and information technology). Funding 
received via the Supplementary Estimates for the Relocation and Renewal of the CANMET Laboratories of $2.2 million also 
contributed to higher than planned spending. 

Actual spending includes: Nova Scotia Offshore Revenue Account $493.2 million; Newfoundland Offshore Petroleum Resource 
Revenue Fund $1.7 billion; and Newfoundland Fiscal Equalization Offset Payments $188.6 million. These expenditures were 
largely offset by oil and gas royalty revenues received during the year ($1.7 billion). Pursuant to the Atlantic Offshore Accords, 
NRCan receives the federal royalty revenues related to the offshore — which were greater than planned due to significant increases 
in oil prices and production — and subsequently makes payments to the provinces equivalent to the royalty revenues received. 
Refer to page 72 for more information on revenues. 
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3. Voted and Statutory Items 


Voted or 2007-2008 ($ millions) 
Statutory Truncated Vote or Statutory Wording == Main Planned Total Actual 
Item Estimates Spending Authorities Spending! 
] Operating expenditures 709.3 ip pees 753.8 674.4 
5 Capital expenditures 27 var 4.4 4.2 
10 Grants and contributions S20 333.6 320.3 211.4 
(S) Minister of Natural Resources — salary and 01 01 01 01 
motor car allowance 
(S) Contributions to employee benefit plans 54.4 54.4 572 57.9 
(S) In support of infrastructure costs directly 
or indirectly relating to the exploration, 
development, production or transportation 1.9 1.9 2.4 0.6 
of oil and gas in the offshore area of Nova 
Scotia 
(S) Contribution to the Canada/ 
0 AG, 2am 22 
Newfoundland Offshore Petroleum Board : > 
(S) Contribution to the Canada/Nova Scotia 
: De 2.6 2.6 
Offshore Petroleum Board od 
(S) Payments to the Nova Scotia Offshore 450.0 450.0 4932 4932 
Revenue Account 
(S) Payments to the Newfoundland Offshore 590.7 590.7 1,701.0 1701.0 
Petroleum Resource Revenue Fund 
(S) Newfoundland Fiscal Equalization Offset 0.0 oa 188.6 1886 
Payments 
(S) Grant to the Canada Foundation for 
Sustainable Development Technology to oe hs 1.6 
(S) Spending of proceeds from the disposal of 0.0 0.0 0.7 03 
surplus Crown Assets . : 
(S) Geomatics Canada Revolving Fund 0.0 0.0 11.6 3.0 
Total 2,145.1 2,153.5 3,540.4 3,341.1 


Actual spending includes the following statutory payments: Nova Scotia Offshore Revenue Account $493.2 million; 
Newfoundland Offshore Petroleum Resource Revenue Fund $1.7 billion; and Newfoundland Fiscal Equalization Offset 
Payments $188.6 million. These expenditures were largely offset by oil and gas royalty revenues received during the year 

($1.7 billion). Pursuant to the Atlantic Offshore Accords, NRCan receives the federal royalty revenues related to the offshore — 
which were greater than planned due to significant increases in oil prices and production — and subsequently makes payments to 
the provinces equivalent to the royalty revenues received. Refer to page 72 for more information on revenues. 


Actual program spending under Votes 1, 5 and 10 was $890 million in total compared to $1078.5 million in Total Authorities. 


$133.9 million of these lapsed funds were frozen and represent funding approved for reallocation to other departments 
($43.4 million to Western Economic Diversification) or reprofiled for use in future years ($90.5 million). 
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Listing of Tables Available Electronically 


To obtain information on tables 4 to 15, visit the Treasury Board Secretariat Web site at http://www.tbs- 
sct.gc.ca/dpr-rmr/2007-2008/index-eng.asp. 


4. 


De 


6. 


7. 


8. 


Loans, Investments, and Advances 
Sources of Respendable and Non-Respendable Revenues by Program Activity 
Geomatics Canada Revolving Fund 

User Fees Act / Policy on Service Standards for External Fees 
Transfer Payments Programs Exceeding $5 Million/Year 
Foundations (Conditional Grants) 

Sustainable Development Strategy 

Response to Parliamentary Committees and External Audits 
Internal Audits 

Internal Evaluations 

Travel Policies 


Horizontal Initiative — Improving the Performance of the Regulatory System 
for Major Natural Resources Projects 
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16. Financial Statements 
The department has prepared financial statements in accordance with the Treasury Board Accounting Standard. 


e Statements for the Geomatics Canada Revolving Fund (GCRF) have been posted at http://www.nrcan. 
gc.ca/css/fmb/fmb-e.htm. Note than electronic link to the GCRF financial statements is sufficient for the 
DPR given that the statements are included in the Public Accounts which are tabled in Parliament before the 
DPR. 


e Statements for Natural Resources Canada can be found in the following pages. 
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Natural Resources Canada 


Statement of Management Responsibility 


Responsibility for the integrity and objectivity of the accompanying financial statements for the 
year ended March 31, 2008 and all information contained in these statements rests with 
departmental management. These statements have been prepared by management in accordance 
with Treasury Board accounting policies which are consistent with Canadian generally accepted 
accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these financial 
statements. Some of the information in the financial statements is based on management’s best 
estimates and judgments and gives due consideration to materiality. To fulfill its accounting and 
reporting responsibilities, management maintains a set of accounts that provides a centralized 
record of the department’s financial transactions. Financial information submitted to the Public 
Accounts of Canada and included in the department’s Departmental Performance Report is 
consistent with these financial statements. 


Management maintains a systern of financial management and internal contro! designed to 
provide reasonable assurance that financial information is reliable, that assets are safeguarded 
and that transactions are in accordance with the Financial Administration Act, are executed in 
accordance with prescribed regulations, within Parliamentary authorities, and are properly 
recorded to maintain accountability of Government funds. Management also seeks to ensure the 
objectivity and integrity of data in its financial statements by careful selection, training and 
development of qualified staff, by organizational arrangements that provide appropriate divisions 
of responsibility, and by communication programs aimed at ensuring that regulations, policies, 
standards and managerial authorities are understood throughout the department. 


The mandate of the Audit and Evaluation Committee of Natural Resources Canada (NRCan), is 
to review and provide advice to the Deputy Minister on: NRCan Audit and Evaluation Polices; 
NRCan Annual Internal Audit and Evaluation Plans, Internal Audit, Evaluation and Special 
Review Reports, including management responses and commitments to implement remedial 
action; and the implementation in NRCan of the October 2005 Treasury Board Policy on Internal 
Audit. 


The financial statements of the department have not been audited. 


Richard S. Tobin 
Senior Financial Officer 


AUG 06 2008 UG 06 2008 
Date signed Date signed 
Ottawa Canada Ottawa, Canada 
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Natural Resources Canada 
Statement of Operations (Unaudited) 
For the year ended March 31 

(in thousands of dollars) 


Expenses (Note 4) 


Energy 

Earth Sciences 

Forest 

Mineral and Metals 
Total expenses 


Revenues (Note 5) 


Energy 
Earth Sciences 
Mineral and Metals 
Forest 

Total revenues 


Net cost of operations 


PERFORMANCE REPORT 


2008 


2,964,841 
271,065 
211,343 

87,529 

3,534,778 


2j215,238 
8,849 
9,208 
2,941 
2,235,836 


1,298,942 


The accompanying notes form an integral part of these financial statements. 
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2007 


1278051 
339,872 
218,918 
118,442 

1,950,383 


465,050 
16,466 
8,142 
2,493 
492,151 


1,458,232 
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Natural Resources Canada 

Statement of Financial Position (Unaudited) 
As at March 31 

(in thousands of dollars) 


2008 

ASSETS 
Financial assets 

Accounts receivable and advances (Note 6) 333,969 

Loans receivable (Note 7) 90,573 

Investment (Note 8) 164,159 
Total financial assets 588,701 
Non-financial assets 

Prepayments (Note 9) 6,649 

Inventories 8,621 

Tangible capital assets (Note 10) 74,729 
Total non-financial assets 89,999 
TOTAL 678,700 
LIABILITIES 

Accounts payable and accrued liabilities 830,315 

Vacation pay and compensatory leave 24,620 

Deferred revenue 456 

Employee severance benefits (Note 11) 63,991 

Environmental liabilities (Note 12a) 336,679 

Other liabilities (Note 13) 31,641 
Total liabilities 287,702 
Equity of Canada (609,002) 
TOTAL 678,700 


Contingent Liabilities (Note 12b) 
Contingent Recoveries (Note 15) 
Contractual Obligations (Note 16) 


The accompanying notes form an integral part of these financial statements. 
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2007 


14,985 
OS DDS 
164,159 


274,699 


8,671 
10,978 
81,367 

101,016 


375,719 


431,097 
25,818 


-64,858 
387,193 
32,426 
941,992 
(566,277) 
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Natural Resources Canada 

Statement of Equity of Canada (Unaudited) 
As at March 31 

(in thousands of dollars) 


2008 2007 

Equity of Canada, beginning of year (566,277) (274,996) 
Net cost of operations (1,298,942) (1,458,232) 
Current year appropriations used (Note 3) 3,341,056 1,685,732 
Revenue not available for spending (2,198,908) (451,906) 
Change in net position in the Consolidated Revenue Fund (Note 74,263 (106,931) 
Services received without charge from other government 

departments (Note 17) 39,806 40,054 
Equity of Canada, end of year (609,002) (566,277) 


The accompanying notes form an integral part of these financial statements 
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Natural Resources Canada 
Statement of Cash Flow (Unaudited) 
For the year ended March 31 

(in thousands of dollars) 


2008 2007 
Operating activities 
Net cost of operations 1,298,942 1,458,232 
Non-cash items: 

Amortization of tangible capital assets (15,037) (15,465) 

Gain (loss) on disposal of tangible capital assets 121 (62) 

Services provided without charge (39,806) (40,054) 

Variations in Statement of financial position: 

Increase (decrease) in accounts receivable and advances 318,984 (51) 

Decrease in loans receivable and investments (4,982) (5,981) 

Decrease in prepayments (2,022) (3,808) 

Decrease in inventory (Qis57) (2,174) 

Increase in liabilities (345,710) (273,433) 
Cash used by operating activities 1,208,133 1,117,204 
Capital investment activities 

Acquisitions of tangible capital assets 8,751 9,995 

Proceeds from disposal of tangible capital assets (473) (304) 
Cash used by capital investment activities 8,278 9,691 
Financing activities 

Net cash provided by Government of Canada (1,216,411) (1,126,895) 


The accompanying notes form an integral part of these financial statements. 
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1. Authority and Objectives 


The Department of Natural Resources Canada (NRCan) was created on June 25, 1993 by the 
merger of the Department of Energy, Mines and Resources and the Department of Forestry. This 
organizational change was effected by Order in Council, pending the passage of legislation which 
occurred in 1994. The Department’s mandate is primarily based on the Department of Natural 
Resources Act, the Resources and Technical Surveys Act and the Forestry Act. 


NRCan’s mandate is to ensure the sustainable development and responsible use of Canada’s 
natural resources. Through innovation and partnership, the department plays a pivotal role in 
helping shape the enormous contributions of the natural resource sectors and related industries to 


the high quality of life of Canadians. NRCan fulfills its mandate through four main programs: 


e ‘The Energy Sectors connect Canadians with the latest information about smarter energy use, 
sources of energy and energy policy. 


e The Earth Sciences Sector provides expertise to access, understand, and use Earth science 
information to deal with economic, environmental, and social changes. The sector collects 
studies and shares in disciplines such as geology, geomatics and paleontology to promote the 
sustainable use of Canada’s natural resources. 


e The Canadian Forest Service promotes the development of Canada’s forests and the 
competitiveness of the Canadian forest sector, helping Canadians make sound decisions on 
the stewardship of our forests. 


e The Minerals and Metals Sector is the federal government’s primary source of scientific 
and technological knowledge and policy advice on Canada’s mineral and metal resources 
and on explosives regulation and technology. The sector engages in innovative research 
and technology on Canada’s mineral and metal resources, promoting their responsible 
development and use. 


This mandate is delivered by the Department's 4,289 full time employees located in offices across 


Canada. 


2. Summary of Significant Accounting Policies 


The financial statements have been prepared in accordance with Treasury Board accounting 
policies which are consistent with Canadian generally accepted accounting principles for the 
public sector. 


Significant accounting policies are as follows: 


(a) Parliamentary Appropriations - NRCan is financed by the Government of Canada 
through Parliamentary appropriations. Appropriations provided to NRCan do not 
parallel financial reporting according to generally accepted accounting principles 
since appropriations are primarily based on cash flow requirements. Consequently, 
items recognized in the statement of operations and the statement of financial 
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position are not necessarily the same as those provided through appropriations 
from Parliament. Note 3 provides a high-level reconciliation between the bases of 
reporting. 


(b) Consolidation - The accounts of the Geomatics Canada Revolving Fund have been 
consolidated with those of NRCan. NRCan also records an investment in Atomic 
Energy of Canada Limited (AECL) that is recorded at cost. The results of AECL 
are not consolidated in these financial statements due to the fact that NRCan is not 
deemed to control the Crown Corporation. 


(c) | Net Cash Provided by Government - NRCan operates within the Consolidated 
Revenue Fund (CRF), which is administered by the Receiver General for Canada. 
All cash received by NRCan is deposited to the CRF and all cash disbursements 
made by NRCan are paid from the CRF. The net cash provided by Government 
is the difference between all cash receipts and all cash disbursements including 
transactions with other departments of the federal Government made by NRCan 
during the year. 


(d) | Change in net position in the Consolidated Revenue Fund is the difference between 
the net cash provided by Government and appropriations used in a year, excluding 
the amount of non respendable revenue recorded by NRCan. It results from 
timing differences between when a transaction affects appropriations and when it is 


processed through the CRF. 
(ec) Revenues: 


e Revenues from regulatory fees are recognized in the accounts based on the 
services provided in the year. ; 


e Other revenues are accounted for in the period in which the underlying 
transaction or event occurred that gave rise to the revenues. 


e Return on investment in Crown Corporation 1S recognized in the period in 
which the income is received. 


e Revenues that have been received but not yet earned are recorded as deferred 
revenues. 


(f) | Expenses — Expenses are recorded on the accrual basis: 


e Grants are recognized in the year in which the conditions for payment are 
met. In the case of grants which do not form part of an existing program, the 
expense is recognized when the Government announces a decision to make a 
non-recurring transfer, provided the enabling legislation or authorization for 
payment receives parliamentary approval prior to the completion of the financial 
statements; 
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e Contributions are recognized in the year in which the recipient has met the 
eligibility criteria or fulfilled the terms of a contractual transfer agreement; 


e Vacation pay and compensatory leave are expensed as the benefits accrue to 
employees under their respective terms of employment; and 


e Services provided without charge by other government departments for 
accommodation, the employer’s contribution to the health and dental insurance 
plans, workers compensation, and legal services are recorded as operating 
expenses at their estimated cost. 


(g) | Employee future benefits 


i. Pension benefits: Eligible employees participate in the Public Service Pension 
Plan, a multi employer plan administered by the government of Canada. 
NRCan’s contributions to the Plan are charged to expenses in the year incurred 
and represent the total departmental obligation to the Plan. Current legislation 
does not require the department to make contributions for any actuarial 
deficiencies to the Plan. 


ii. Severance benefits: Employees are entitled to severance benefits under labour 
contracts or conditions of employment. These benefits are accrued as employees 
render the services necessary to earn them. The obligation relating to the 
benefits earned by employees is calculated using information derived from the 
results of the actuarially determined liability employee severance benefits for the 
Government as a whole. 


(h) | Accounts receivables are stated at amounts expected to be ultimately realized; a 
provision is made for receivables where recovery is considered uncertain. 


(i) Loans with significant concessionary terms are recorded on the Statement of 
Financial Position at their estimated net present value. A portion of this unamortized 
discount is brought into income each year to reflect the change in the present value 
of the loan outstanding. An estimated allowance for uncollectibility is recorded 
where appropriate. Interest revenue is recognized when earned. 


(j)  Repayable contributions are contributions where the recipient is expected to repay 
the amount advanced. Depending on their nature, they are classified as either 
unconditionally repayable or conditionally repayable and are accounted for differently. 


i. Unconditionally repayable contributions are contributions that must be repaid 
without qualification. Normally, these contributions are provided with a low 
or no interest clause. They are in substance loans with significant concessionary 
terms and accounted for as such. They are recorded on the statement of financial 
position as loans at their estimated present value. A portion of this unamortized 
discount is brought into income each year to reflect the change in the present 
value of the contributions outstanding. An estimated allowance for un- 
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collectibility is also recorded where appropriate. 


ii. Conditionally repayable contributions are contributions that, all or part of which 
become repayable, if conditions specified in the contribution agreement come 
into effect. Accordingly, they are not recorded on the Statement of Financial 
Position until such time as the conditions specified in the agreement are satisfied 
at which time they are then recorded as a receivable and a reduction in transfer 
payment expenses. An estimated allowance for un-collectibility is recorded 
where appropriate. , 


(k) | Contingent liabilities - Contingent liabilities are potential liabilities which may 
become actual liabilities when one or more future events occur or fail to occur. To 
the extent that the future event is likely to occur or fail to occur, and a reasonable 
estimate of the loss can be made, an estimated liability is accrued and an expense 
recorded. If the likelihood is not determinable or an amount cannot be reasonably 
estimated, the contingency is disclosed in the notes to the financial statements. 


(1) | Environmental liabilities - Environmental liabilities reflect the estimated costs 
related to the management and remediation of environmentally contaminated 
sites. Based on management's best estimates, a liability is accrued and an expense 
recorded when the contamination occurs or when the department becomes aware 
of the contamination and is obligated, or likely to be obligated to incur such costs. 
If the likelihood of NRCan’s obligation to incur these costs is not determinable, or 
if an amount cannot be reasonably estimated, the costs are disclosed as contingent 
liabilities in the notes of the financial statements. 


(m) Inventories — Inventories consist of parts, material and supplies held for future program 
delivery and not intended for re-sale. They are valued at cost. If they no longer have 
service potential, they are valued at the lower of cost or net realizable value. 


(n) Foreign currency transactions - Transactions involving foreign currencies are 
translated into Canadian dollar equivalents using rates of exchange in effect at the 
time of those transactions. Monetary assets and liabilities denominated in a foreign 
currency are translated into Canadian dollars using the rate of exchange in effect on 
March 31. Gains and losses resulting from foreign currency transactions are included 
in the statement of operations. 


(0) Tangible capital assets — All tangible capital assets and leasehold improvements 
having an initial cost of $10,000.00 or more ($1,000.00 or more for the Revolving 
Fund) are recorded at their acquisition cost. The department does not capitalize 
intangibles, works of art and historical treasures that have cultural, aesthetic or 
historical value, assets located on Indian Reserves and museum collections. 


Amortization of capital assets is done on a straight-line basis over the estimated 
useful life of the capital asset as follows: 
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Asset Class Amortization period 
Buildings 15 to 40 years 
Machinery and equipment 5 to 15 years 

Vehicles 3 to 10 years 


(p) Measurement uncertainty — The preparation of financial statements in accordance 
with Treasury Board accounting policies which are consistent with Canadian 
generally accepted accounting principles for the public sector requires management 
to make estimates and assumptions that affect the reported amounts of assets, 
liabilities, revenues and expenses reported in the financial statements. At the time of 
preparation of these statements, management believes the estimates and assumptions 
to be reasonable. The most significant items where estimates are used are contingent 
liabilities, environmental liabilities, the liability for employee severance benefits 
and the useful life of tangible capital assets. Actual results could significantly differ 
from those estimated. Management's estimates are reviewed periodically and, as 
adjustments become necessary, they are recorded in the financial statements in the 
year they become known. 


3. Parliamentary Appropriations 


The department receives most of its funding through annual Parliamentary appropriations. Items 
recognized in the statement of operations and the statement of financial position in one year may 
be funded through Parliamentary appropriations in prior, current or future years. Accordingly, the 
Department has different net results of operations for the year on a government funding basis than 
on an accrual accounting basis. The differences are reconciled in the following tables: 
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a) Reconciliation of net cost of operations to current year appropriations used 


2008 2007 
(in thousands of dollars) 


Net cost of operations 1,298,942 1,458,232 
Adjustments for items affecting net cost of operations 
but not affecting appropriations: 


Add (Less): 
Revenue not available for spending 2,198,908 451,906 
Adjustment for amounts to be charged later (135,507) - 
Allowance for environmental liabilities 51,114 (195,645) 
Adjustment for expenses related to claims (44,701) 220 
Services provided without charge (39,806) (40,054) 
Amortization of tangible capital assets (15,037) (15,465) 
Refunds of prior years expenditures 14,125 ENO 27. 
Amortization of unamortized discount loans oe aS) 8,219 
Expenses related to provisions devolved to Departments (5,000) - 
Reductions from prepaid expenses (3,478) (5225) 
Adjustments of prior year accounts payable 2,684 4,130 
Adjustments of previous years inventory (2,356) (2,174) 
Vacation pay and compensatory leave 1,198 365 
Employee severance benefits 866 36 
Payments to Department of Justice . (1,319) 
Other adjustments 665 (830) 


2,031,894 216,091 


Adjustments for items not affecting net cost of operations but affecting appropriations 


Add (Less): 
Receivables, Advances, and Prepayments 1,469 1,414 
Acquisitions of tangible capital assets 8,751 O995 
10,220 11,409 
Current year appropriations used 3,341,056 1,685,732 
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b) Appropriations provided and used 


Appropriations Provided 


2008 2007 
~~ (in thousands of dollars) © 

Vote 1 — Operating expenditures 753,823 662,547 
Vote 5 — Capital expenditures 4,359 nA 
Vote 10 — Transfer payments 320,282 289,501 
Statutory amounts 2,461,958 782,340 
Less: 
Appropriations available for future years (10,908) (14,305) 
Lapsed appropriations — Operating (79,465) (21,786) 
Lapsed appropriations — Capital (138) (562) 
Lapsed appropriations — Transfer payments (108,855) (15,714) 
Current year appropriations used 3,341,056 1,685,732 
c) Reconciliation of net cash provided by Government to current 
year appropriations used 

2008 2007 


(in thousands of dollars) 


Net cash provided by Government 1,216,411 1,126,895 
Revenue not available for spending 2,198,908 451,906 
Change in net position in the Consolidated Revenue Fund 
Variation in accounts receivable and advances (318,984) 51 
Variation in accounts payable and accrued liabilities 399,218 PI oZ 
Other adjustments (154,497) 34,148 
(74,263) 106,931 
Current year appropriations used 3,341,056 1,685,732 
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4. Expenses 


The following table presents details of expenses by category: 


Transfer payments 


Other level of government 

Industry 

Non-profit organizations 

Individuals 

Other countries and international organizations © 
Total transfer payments 


Operating expenses 


Salary and employee benefits 
Professional and special services 
Allowance for environmental liabilities 
Transportation and communication 
Rentals 

Utilities, materials and supplies 
Acquisition of machine and equipment 
Amortization 

Information 

Repairs and maintenance 
Environmental studies research 
Acquisition of land, building and work 
Other 


Total operating expenses 


Total Expenses 
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2008 


2007 


(in thousands of dollars) 


2,549,525 
85,407 
80,795 
14,469 

DAS 


2,732;354)1 


427,204 
234,172 
(51,114) 
37,590 
24,956 
21,242 
20,699 
15,037 
8,412 
7,074 
2,465 
2,013 
52717 


802,467 


3,534,778 


732,945 
135,060 
61,141 
46,259 
£203 


976,698 


432,901 
198,765 
195,645 
35,269 
22,536 
23,817 
21,437 
15,465 
8,476 
7,828 
2,538 
1,092 
7,916 


973,685 


1,950,383 
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5. Revenues 
The following table presents details of revenues by category: 
2008 2007 
(in thousands of dollars) 


Sales of goods and services — external parties: 


Rights and privileges” 2,055,652 396,052 
Services of non-regulatory nature 20,931 22,120 
Sales of goods and information products 4,074 5,646 
Services of regulatory nature pe 1,312 
Lease and use of public property 480 324 
Other fees and charges 133 182 
Fines He IY 7,870 
Interest 49,669 47,764 
Amortization of discount loans 8,219 8,219 
Environmental Research Fund 2,168 2,468 
Gains on disposal of tangible capital assets 102 44 
Return on investment - Other enterprise crown corporation 36 76 
Other 166 74 
Total 2,235,836 492,151 


” Revenues from rights and privileges are mainly representative of offshore royalties and oil and gas royalties. 
The increase in 2008 is as a result of significantly increased oil prices combined with increased production levels. 
Corresponding statutory contribution payments are made to the provinces. Revenues have been accounted for 


on an accrual basis. 
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6. Accounts Receivable and Advances 
The following presents details of accounts receivable and advances: 


2008 2007 
(in thousands of dollars) 
Receivables from external parties“! 330,847 6,832 
Less: Allowance for doubtful accounts on external receivables (1,253) (1,300) 
329,594 5,532 
~ Receivables from other federal government departments 

and agencies 4,213 9,240 
Employee advances 162 213 
Toral 333,969 14,985 


Increase in 2008 is as a result of receivables recorded for offshore royalties attributed to 2008 but expected to 


be received in early 2009. 


7. Loans Receivable 
2008 


2007 


(in thousands of dollars) 


Unconditional Repayable Contribution to Hibernia 

Interest Assistance S77 
Unamortized discount (1,623) 
Allowance for uncollectibility - 


Net unconditional repayable contribution 38,355 
Loan to Nordion International Inc. 70,000 

Unamortized discounts (26,667) 
Loan balance — Nordion 43,333 
Loan to Hibernia Development Project 9,200 

Unamortized discounts (815) 
Loan balance — Hibernia | 8,385 
Loan to Atomic Energy of Canada Limited 500 
Total 90,573 


39,978 
(3,247) 
(999) 


395/92 


74,000 
(30,000) 


44,000 


18,400 
(4,077) 


14,323 


1,500 


95,555 
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Hibernia Interest Assistance Loan 


Unconditional repayable contribution; interest free; first instalments paid on March 31, 2001. 
Repayment starts eight years from the first annual instalment; the first repayment date is 

March 1, 2009. Balance outstanding as of March 31, 2008 is $39,978,000. The estimated present 
value is $38,355,000 as at March 31, 2008. 


Nordion International Inc. (loan) 


Interest Free Loan Agreement; to be repaid over 30 semi-annual payments commencing 

October 1, 2000; fully secured by a financial instrument in Canada’s name which guarantees 

that the loan will be repaid. Balance remaining as of March 31, 2008 is $70,000,000. Due to the 
concessionary terms of this loan, the estimated present value is $43,333,000 as at March 31, 2008. 


Hibernia Development Project (loan) 


Interest Free Loan Agreements; repayment in 10 consecutive equal annual instalments 
commencing June 30, 1999. Currently outstanding is Murphy Atlantic Offshore Oil Co. 

Ltd. $5,200,000 (estimated present value $4,739,000) and Mobile Canada Hibernia Co. Ltd. 
$4,000,000 (estimated present value $3,646,000). 


Loan to Atomic Energy of Canada (AECL) 


Interest bearing loan at an average floating rate of 4.368% (2007-2008); maturing 
September 2008. NRCan invoices AECL twice per year (May & November). As of 
March 31, 2008, the balance for Heavy Water Inventory loan amounted to $500,000. 


8. Investment 
Investment in Atomic Energy Canada Limited (AECL) 


NRCan has purchased common shares of Atomic Energy of Canada Limited, a Crown 
Corporation, for a total value of $164,159,000. 
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9. Prepayments 
2008 2007 


(in thousands of dollars) 


Prepaid expenses 4,594 2,850 
Prepaid transfer payments 2,055 5,821 
Total 6,649 8,671 


10. Tangible Capital Assets 


(in thousands of dollars) 


i 
i 


Cost Accumulated amortization 2008 2007 


Capital Opening Acqui- Dispo- Closing Opening Amorti- Dispo- Closing Net Net 


“asset class balance sition salsand balance balance zation salsand balance book book 
_ write-_ Z write- | yalue value 
EB bee off a, . off | 

Beads Pe Oe pia oe | 17,915 f Ae ee ee > 
|Buildings | 141,782 45 7| 141,820] | 108,503| 5,230 7| 113,726| | 28,094| 33,279 


[Machinery | 221,723| 7,228| 4,690 224,261| | 185,905, 8,785|  4,657| 190,033) | 34,228| 35,818. 
and 

equipment 

[Vehicles | 12,365] 1,468] 1,525] 12,308] | 8,000] 1,022} 1,206| 7,816] | 4492) 4365 
foal 383,775 8,751 6,222 386,304 302,408 15,037 5,870 311,575 74,729 81,367 


: 
his 


Amortization expense for the year ended March 31, 2008 is $ 15,037 (2007 — $15,465). 
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11. Employee Benefits 


(a) Pension benefits: NRCan employees participate in the Public Service Pension Plan, which 
is sponsored and administered by the Government of Canada. Pension benefits accrue up to 

a maximum period of 35 years at a rate of 2 percent per year of pensionable service, times the 
average of the best five consecutive years of earnings. The benefits are integrated with Canada/ 
Québec Pension Plans benefits and they are indexed to inflation. 


Both the employees and the department contribute to the cost of the plan. The 2007-08 expense 
amounts to $58,300,000 ($57,600,000 in 2006-07), which represents approximately 2.1 times 
(2.2 in 2006-07) the contributions by employees. 


The department’s responsibility with regard to the Plan is limited to its contributions. Actuarial 
surpluses or deficiencies are recognized in the financial statements of the Government of Canada, 


as the Plan’s sponsor. 


(b) Severance benefits: The department provides severance benefits to its employees based on 
eligibility, years of service and final salary. These severance benefits are not pre-funded. Benefits 
will be paid from future appropriations. Information about the severance benefits, measured as at 
March 31, is as follows: 

2008 2007 


(in thousands of dollars) 


Accrued benefit obligation, beginning of year 64,858 64,894 
Expense for the year (1,001) (30) 
Benefits paid during the year 134 (6) 
Accrued benefit obligation, end of year 63,991 64,858 
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12. Contingent liabilities 


(a) Contaminated sites 


Liabilities are accrued to record the estimated costs related to the management and remediation 


of contaminated sites where the department is obligated or likely to be obligated to incur such 
costs. The department has identified approximately 9 sites (11 sites in 2007) where such action 
is possible and for which a liability of $336,700,000 ($387,800,000 in 2007) has been recorded. 


NRCan’s ongoing efforts to assess contaminated sites may result in additional environmental 


liabilities related to newly identified sites, or changes in the assessments or intended use of existing 


sites. These liabilities will be accrued by the department in the year in which they become known. 


(b) Claas and litigation 


Claims have been made against the department in the normal course of operations. Legal 


proceedings for claims totaling approximately $685,700,000 ($720,600,000 in 2007) were still 
pending at March 31, 2008. Some of these potential liabilities may become actual liabilities when 


one or more future events occur or fail to occur. To the extent that the future event is likely to 


occur or fail to occur, and a reasonable estimate of the loss can be made, an estimated liability is 


accrued and an expense recorded in the financial statements. 


13. Other Liabilities 


(in thousands of dollars) 


Giarancet deposits — Oita gas 
| Shared costs projects 


Market development and incentive payments 
_— Alberta 


Shared costs agreements — Research 


orl 


April 1, 2007 


14,061 
11,164 
4,791 


2,410 


32,426 


Receipts and 
other credits 


721,160 
16,065 
4,791 
1D 


747,791 


Payments 
and other 
charges 


(721,675) 


(15,168) 


(4,891) 


March 31, 
2008 


13,546 | 

12,061 
4,691 

| 1,343 


31,641 
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Guarantee deposits — Oil and gas: This account was established to record securities in the 

form of cash, promissory notes, and bonds which are required to be issued to, and held by the 
Government of Canada pursuant to an Exploration License in accordance with section 24 of the 
Canada Petroleum Resources Act. These securities are a performance guarantee that the agreed 
exploration will be performed in the manner and time frame specified. Interest is not paid on these 
deposits. 


Shared cost projects — This account was established to facilitate the retention and disbursement 
of moneys received from private organizations and other governments for cost-sharing scientific 
projects. 


Market development and incentive payments — Alberta: This account records money received 
from the Government of Alberta, to encourage the expansion of natural gas market in Alberta and 
provinces to the East, in accordance with an agreement between the Government of Canada and 
the Government of Alberta dated September 1, 1981 and pursuant to section 39 of the Exergy 
Administration Act. The original term of the agreement was from November 1, 1981 to January 
31, 1987. Asa result of the Western Accord of March 25, 1985, payments from the Government 
of Alberta terminated as at April 30, 1986, however, payments are being made from the account 
for selected programs which encourage the use of natural gas for vehicles. 


Shared cost agreements — Research: This account was established to facilitate the retention and 
disbursement of moneys received from private industries and other governments for joint projects 
or shared-cost research agreements. 


14. Equity of Canada 


NRCan includes in its revenues and expenses the transactions of certain consolidated accounts 
established for specified purposes. Legislation required that the revenues of these specified 
purpose accounts to be earmarked and that related payments and expenses be charged against such 
revenues. The transactions do not represent liabilities to third parties but are internally restricted 
for specified purposes. NRCan has one such account entitled Environmental Research Fund. This 
account was established pursuant to subsection 76(1) of the Canada Petroleum Resources Act. 

The purpose of the fund is to finance environmental and social studies pertaining to the manner 
in which, and the terms and conditions under which, exploration development and production 
activities on frontier land, authorized under this Act or any other Act of Parliament, should be 
conducted. 
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Restricted — Environmental Studies Research Fund 


Amounts (in thousands of dollars) 


Sasoev tg Re Fe we zt 7 2008 2007 
Opening balance | Pst: ise 2,482. nate 550 
py evenucs. | - Luin . | | 2,168. 2,468 
ces ES cs) (2,538) 
Closing balance _ . | | is [ oe 2,185. 2,482. 
Unrestricted equity | (61 1,187) | (568,759) 
Total equity of Canada (609,002) (566,277) 


15. Contingent Recoveries 


NRCan issues conditionally repayable contributions that become repayable if conditions specified 
in the contribution agreement come into effect. 


Lloydminster Bi-Provincial Upgrader — Canada sold its interests in the Lloydminster Bi- 
Provincial Upgrader to Husky Oil in 1995. The terms of sale included an upside interest provision 
whereby Canada would be eligible to receive additional payments for a period of up to 20 years 

if the differential between light and heavy crude oil reached a certain threshold. As a result of the 
increase in oil prices since the date of sale, the upside interest provision was triggered and eligible 
payments to Canada have increased. Canada’ eligibility for upside interest payments ends in 2015. 


Vancouver Island Pipeline Contribution — Canada provided $50 million in support of the 
construction of Vancouver Island Pipeline in the early 1990s. This support was provided in the 
form of a repayable contribution. Repayment was contingent upon the proponent meeting certain 
financial conditions . Full repayment is expected to be received by 2014. 


Other contingent recoveries relate to agreements entered into with proponents for early stage 
research and development (R&D) activities. Recoveries are contingent upon the successful 
commercialization of products generated by the R&D activities. 


The department has estimated the contingent recoverable amounts as $130,700,000. Contingent 
recoveries are not recorded in the financial statements. 
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16. Contractual Obligations 


The nature of the department's activities can result in some large mutli-year contracts and 
obligations whereby the department will be obligated to make future payments when the services/ 
goods are received. Significant contractual obligations that can be reasonably estimated are 
summarized as follows: 


(in thousands 2009 2010 2011 2012 2013 and TOTAL 
of dollars) thereafter 

Transfer 84,600 99,000 101,400 97,500 358,900 741,400 
Payments 


17. Related party transactions 


The department is related as a result of common ownership to all Government of Canada 
departments, agencies, and Crown corporations. The department enters into transactions with 
these entities in the normal Course of business and on normal trade terms. Also, during the year, 
the department received services which were obtained without charge from other Government 
departments as presented in part (a). 


(a) Services provided without charge: 


During the year the department received without charge from other departments, 
accommodations, legal fees and the employer's contribution to the health and dental insurance 
plans. These services received without charge are as follows: 


A t (in th ds of doll 
Services provided without charge mount (in thousands of dollars) 


2008 2007 
Accommodation provided by Public Works and Government Services 14,215 10,909 
Contributions covering employer’s share of employees’ insurance 24,112 27,455 
premiums and costs paid by Treasury Board Secretariat 
Worker’s compensation cost provided by Human Resources Canada 248 Vins 
Legal services provided by Department of Justice 1,231 1,438 
Total 39,806 40,054 


The Government has structured some of its administrative activities for efficiency and cost- 
effectiveness purposes so that one department performs these on behalf of all without charge. 

The costs of these services, which include payroll and cheque issuance services provided by Public 
Works and Government Services Canada and audit services provided by the Office of the Auditor 
General, are not included as an expense in the department’s Statement of Operations. 
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(b) Payables outstanding at year-end with related parties: 


Amount (in thousands of dollars) 
2008 2007 


PG courite payable to peice government departments and agencies . 8,885 10,766 
) Canada : 


Payables outstanding at year-end with related parties 


18. Comparative information 


Comparative figures have been reclassified to conform to the current year’s presentation. 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I —- The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part Il — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2008. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.ge.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 
Ottawa (Ontario) KIA OS5 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and U.S.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.ge.ca 


Catalogue No.: BT31-4/55-2008 
ISBN 978-0-660-63753-2 
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Departmental Performance Reports 2007-08 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2007-08 
Estimates available at (http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/guide/guide00-eng.asp). 
These principles form the conceptual foundation upon which the reports are prepared and they 
are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities and 
expected results. It focuses on results by reporting not only the activities and outputs achieved, 
but also the progress made towards achieving strategic outcomes - the enduring benefits for 
Canadians and Canadian society. It sets performance in context, presenting the key risks and 
challenges faced in the pursuit of results, and associates performance with plans and expected 
results (explaining any relevant changes), and discusses the key risks and challenges that affected 
organizational performance. An effective performance report has strong linkages between 
resources and results to show what was achieved through the sound stewardship of public funds. 
It also reports on results realised in partnership with other governmental and non-governmental 
organisations. Finally, the report is credible and balanced because it uses objective, evidenced- 
based information to substantiate the performance reported and discusses lessons learned. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2007-08, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2007-08 serves as a guide to the 91 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the Departmental Performance Reports, which contain additional 
information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Parliamentary Reporting and Accountability Division 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
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Section 1 — Agency Overview 


1.1 Minister’s Message 


The Industry Portfolio experienced a busy and 
successful 2007—2008. As Minister of Industry, I am 
pleased with the progress made on our mission to 
foster a competitive, knowledge-based economy that 
benefits all Canadians. 


A competitive economy is one that provides jobs and 
opportunity to Canadians, and top-quality products 
and services to consumers. Our economic 
performance underpins the quality of life we enjoy in 
this country, and NSERC is making important 
contributions to this mission. 


The Industry Portfolio is composed of Industry 
Canada and 10 other agencies, Crown corporations 
and quasi-judicial bodies. These organizations 
collectively advance Canada’s industrial, scientific 
and economic development, and help ensure that we 
remain competitive in the global marketplace. 


As a country, we must remain focused on how we can continue to provide an innovative 
and entrepreneurial economic environment, help our businesses capitalize on 
opportunities, and provide choice and quality to consumers. The global marketplace 
continues to evolve, changing with it the dynamics that influence Canada’s performance. 
I am proud to say that the Industry Portfolio is playing its part: 


e We are working to make our market for wireless services more competitive, this 
year launching the policy framework for the Advanced Wireless Services 
spectrum auction. The framework aims to provide more choice and better service 
for consumers and businesses — something that we believe will also lead to lower 
prices. 


e We issued guidelines clarifying the application of the Investment Canada Act as it 
relates to foreign state-owned enterprises investing in our country to ensure that 
Canadians continue to enjoy all the benefits that foreign investment delivers. 


e We instituted an independent Competition Policy Review Panel to review and 
report on key elements of Canada’s competition and investment policies and to 
ensure that they are working to the full benefit of Canadians. 


e Wecreated an Automotive Innovation Fund to provide support to automotive 
firms undertaking large-scale, strategic research and development (R&D) projects 
to build innovative, greener and more fuel-efficient vehicles. Similarly, 
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investments made through the Strategic Aerospace and Defence Initiative 
continue to encourage strategic R&D that will result in innovation and excellence 
in new products and services. 


One of my key priorities as Industry Minister continues to be our country’s science and 
technology (S&T) strategy, Mobilizing Science and Technology to Canada’s Advantage, 
announced by Prime Minister Harper in May 2007. 


e Budget 2008 included measures and initiatives in support of our S&T Strategy 
that total $654 million over the next three years. 


e We putin place the new Science, Technology and Innovation Council to provide 
the government with objective policy advice on Canada’s S&T issues. 


e The government allocated $105 million in 2007—2008 to support the operations of 
seven new Centres of Excellence, pilot projects that have the potential to make 
Canada a global leader in fields of research that offer a strategic opportunity for 
Canadian industry. 


e This past March, Canada’s two-armed robot, Dextre, was successfully installed on 
the International Space Station. 


This has been a year of progress and success, and it is my pleasure to present NSERC’s 
Departmental Performance Report for 2007-2008. I am committed to building on these 
successes in 2008 and beyond, and I will continue to work with officials in the Industry 
Portfolio to make Canada more efficient, productive and competitive. 


Tony Clement 
Minister of Industry 
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1.2 Management Representation Statement 


I submit for tabling in Parliament, the 2007-2008 Departmental Performance Report for 
the Natural Sciences and Engineering Research Council of Canada (NSERC). 


This document has been prepared based on the reporting principles contained in the 
Guide for the Preparation of Part III of the 2007-2008 Estimates: Reports on Plans and 
Priorities and Departmental Performance Reports: 


e It adheres to the specific reporting requirements outlined in the Treasury Board 
Secretariat guidance; 


e Itis based on the department’s Strategic Outcome(s) and Program Activity 
Architecture that were approved by the Treasury Board; 


e It presents consistent, comprehensive, balanced and reliable information; 


e It provides a basis of accountability for the results achieved with the resources 
and authorities entrusted to it; and 


e It reports finances based on approved numbers from the Estimates and the Public 
Accounts of Canada. 


4 
Sane ae. 
Suzarne Fortier, President 


Natural Sciences and Engineering Research Council of Canada 
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1.3 Program Activity Architecture 


Figure | presents NSERC’s Program Activity Architecture (PAA) in effect in 2007-08. 
Subsequent to the approval of NSERC’s PAA for 2007-08, new programs were launched 
(see below). NSERC will use the updated PAA in future reports. 


Strategic Outcomes 


Program Activities 


| 


Sub-activities 


Figure 1 
NSERC Program Activity Architecture 
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Canada 
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1.3 Attract and Retain Faculty 


1.0 People 2.0 Discovery 3.0 Innovation 


High quality Canadian-based 
competitive research in the 
NSE 


Productive use of new 
knowledge in the NSE in 
Canada 


2.1 Fund Basic Research 
2.2 Fund Research in Strategic 
Areas 


1.1.1 Science Promotion and 
Education Research 


1.2.1 Undergraduate Student 
Research Awards 

1.2.2 NSERC Postgraduate 
Scholarships 

1.2.3 Canada Graduate 
Scholarships 

1.2.4 Postdoctoral Fellowships 
1.2.5 Industrial R&D Fellowships 


1.3.1 Canada Research Chairs 

1.3.2 Industrial and Other Research 
Chairs 

1.3.3) Prizes 


2.1.1 Discovery Grants 
2.1.2 Special Research 
Opportunity Grants 

2.1.3 Perimeter Institute 
2.1.4 Research Capacity 
Development in Small 
Universities 

2.1.5 Research Tools and 
Instruments 

2.1.6 Major Resources Support 
Grants 

2.1.7 General Support 


2.2.1 Strategic Project Grants 
2.2.2 Collaborative Health 
Research Projects 


$+ 


to - 


3.1 Fund University-Industry- 
Gov’t Partnerships 
3.2 Support Commercialization 


3.1.1 Collaborative Research and 
Development Grants 

3.1.2 Research Partnership 
Agreements 

3.1.3 Networks of Centres of 
Excellence 

3.1.4 Strategic Networks 


3.2.1 Intellectual Property 
Mobilization 

3.2.2 Idea to Innovation Program 
3.2.3 College and Community 
Innovation Program 


New Programs 


As a result of the 2007 and 2008 Federal budgets and to further the goals of the Federal 
government’s S&T Strategy, several new programs were launched, including: 


e Centres of Excellence for Commercialization and Research (CECR) — The 
program is to create world-class centres to advance research and facilitate 
commercialization of technologies, products and services. These centres operate 
in the priority areas of the S&T Strategy: information and communications 
technology, environment, energy and natural resources, and health. The program 


funds the CECRs’ operating and commercialization costs. 
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Business-Led Networks of Centres of Excellence (BL-NCE) - Announced in 
Budget 2007, the new BL-NCE Program's goal is to fund large-scale collaborative 
networks to support private sector innovation in order to deliver potential 
economic, social and/or environmental benefits. 

Industrial R&D Internships (IRDI) — The program’s aim is to create new 
opportunities for science and technology graduates. The program will fund 
internships with the participating businesses for graduate students and post- 
doctoral fellows to support the government’s commitment to growing Canada’s 
base of knowledge workers. The IRDI program will introduce interns to practical 
business problems while allowing them to apply their expertise to help meet the 
research needs of Canada’s private sector. 

NRC-NSERC-BDC Nanotechnology Initiative - This is a special opportunity 
developed by the NSERC, the National Research Council (NRC), and the 
Business Development Bank of Canada (BDC) for NRC scientists and Canadian 
academic researchers in nanoscience and nanotechnology to collaborate on large 
technology development-driven research projects in the critical areas of: energy 
the environment and information and communications technologies (ICT). 
NSERC/NRCan/AECL Generation [IV Energy Technologies Program - This 
program, co-funded by NSERC and the Natural Resources Canada (NRCan) 
Office of Energy Research and Development, in collaboration with Atomic 
Energy Canada Limited (AECL), supports research initiatives on large-scale 
reactor technologies. Canadian academic researchers, in collaboration with AECL 
scientists, may receive grant funds to investigate specific research that support 
Generation IV Energy Technologies in the area of Super-Critical Water-Cooled 
Reactors (SCWR). 

Vanier Scholarships - To develop and attract the next generation of world-class 
researchers, a new class of doctoral scholarships named in honour of former 
Governor General Georges P. Vanier has been created. The Vanier Scholarships 
program will help attract the best doctoral students from here and around the 
world to study in Canada. The Vanier Scholarships will build on Canada’s 
existing strength in graduate education and help build the skilled workforce 
needed to face the challenges of the future. 

Canada Excellence Research Chairs — The program’s objective is to strengthen 
the ability of Canadian universities to attract and retain the world’s top scientific 
leaders. These prestigious Research Chairs will be offered in the four priority 
areas identified in the Government’s Science and Technology Strategy; the 
environment, natural resources and energy; health; and information and 
communication technologies. Program funding will allow each Chair to assemble 
outstanding research teams and undertake cutting-edge research in areas of 
strategic importance to Canada. 

College and Community Innovation (CCI) Program - The objective of the CCI 
Program is to increase innovation at the community and/or regional level by 
enabling Canadian colleges to increase their capacity to work with local 
companies, particularly small and medium-sized enterprises (SMEs). The 
government announced in Budget 2007 that NSERC’s pilot CCI program would 
be extended and broadened. 
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1.4 Summary Information 


NSERC is the primary federal agency investing in research and research training in the 
natural sciences and engineering disciplines. It is funded directly by Parliament and 
reports to it through the Minister of Industry. 


Our mission is to invest in people, discovery and innovation to build a strong Canadian 
economy and to improve the quality of life for all Canadians. NSERC advances the 
government’s S&T priorities of building a stronger Canada, creating opportunities for 
young Canadians and investing in knowledge and creativity. 


S&T Strategy 


The new Federal Science and Technology (S&T) Strategy, Mobilizing Science and 
Technology to Canada’s Advantage was released in May 2007. Through the S&T 
Strategy, the federal government has committed to maintaining Canada’s G-7 leadership 
in public sector R&D performance. The Strategy builds on existing strengths, focusing 
efforts in areas where Canada can achieve global excellence, to make a real impact on the 
lives of Canadians and in the marketplace. 


The S&T Strategy emphasizes three Canadian advantages: an entrepreneurial advantage 
that translates knowledge into practical applications; a knowledge advantage that 
generates new ideas and builds research excellence; and a people advantage that increases 
and retains the highly skilled individuals that Canada needs to thrive in the global 
economy. Together these advantages resonate with the mandate of NSERC and its 
strategic positioning. 


NSERC’s focus on people, discovery and innovation maps directly onto the strategy’s 
emphasis of building a People Advantage, a Knowledge Advantage and an 
Entrepreneurial Advantage. In broad terms, virtually all of NSERC’s funding relates to 
these advantages. 


The strategy’s principles have been incorporated into NSERC’s planning and decision- 
making functions. These principles are also solidly embedded in NSERC’s way of doing 
business, which includes: a competitive, peer reviewed evaluation system to ensure world 
class levels of excellence and value for money; a blend of targeted and broad-based 
programs to ensure that priority research topics are addressed as well as a broad spectrum 
of science, from discovery to applied research and commercialization; a suite of 
collaborative research programs that foster partnerships between industry and post- 
secondary institutions and that encourage commercialization; and appropriate and 
effective controls that are proven and recognized to ensure accountability. 


Figure 2 highlights the financial resources expended by NSERC and Figure 3 presents the 


expected outcomes by program activity. The evidence presented in Section 2 suggests 
that all of the 2007-08 results successfully met expectations. 
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Figure 2 
Summary Information for NSERC 


Raison d’étre: 


NSERC works to make Canada a country of discoverers and innovators for the benefit of all 


Canadians. To achieve this, we invest in people, discovery and innovation in Canadian universities and 
colleges. 


Financial Resources ($ millions): 


2007-2008 
Total Authorities 
$899.8 | $1,015.4 $1,012.5 


Human Resources (Full-time Equivalent): 


2007-2008 
Planned Actual Difference 
319 BF +8 


Departmental Priorities: 


Name Type Performance Status 


1. Develop tomorrow’s discoverers and innovators Ongoing Successfully met 


Ongoing 


2. Build on Canada’s strength in discovery Successfully met 


3. Seize emerging research opportunities Ongoing Successfully met 


4. Realize the benefits of university research Ongoing Successfully met 
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Figure 3 
Program Activities by Strategic Outcome 


a 
Perfor- $ millions 
Strategic Outcome/ mance Supports 


Strategic Outcome #1: People 
Highly skilled science and engineering research professionals in Canada 


Student interest in research in the scierices, 
math and engineering is encouraged 


1.1 Promote Science and Success- 

3 ‘ $4.1 
Engineering fully met 
Success- 
fully met 


A supply of highly qualified Canadians 

with leading-edge scientific and research 
skills for Canadian industry, government 
and universities 


1.2 Support Students and Fellows 


Success- 
fully met 


1.3 Attract and Retain Faculty Enhanced research capacity in science and 


engineering 


Strategic Outcome #2: Discovery 
High quality Canadian-based competitive research in the NSE 


2.1 Fund Basic Research The discovery, innovation and training 
capability of university researchers in the 
NSE is enhanced 


2.2 Fund Research in Strategic Research and training in targeted and Stee 
Areas emerging areas of national importance is $5 Jat $75.4 | ase ke Fe 
fully met 
accelerated 


Success- 
fully met 


Strategic Outcome #3: Innovation 
Productive use of new knowledge in the NSE in Canada 


Pai Fund University-Industry- Mutually beneficial collaborations 
Government Partnerships between the private sector and researchers Success- 
: ; 2 7 eee 3 $115.0 $181.8 - 
in universities, resulting in industrial or fully met 


economic benefits to Canada 


3.2 Support Commercialization The transfer of knowledge and technology 
from Canadian universities and colleges to 
the user sector is facilitated 


TOTAL - $1,012.5 


Success- 
fully met 


$10.7 
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1.5 Summary of Departmental Performance 


Before NSERC’s departmental performance is described, it is useful to situate NSERC in 
Canada’s and the world’s systems of innovation. NSERC’s support for research and 
training is typical of many similar agencies around the world known as “granting 
councils.” Along with the more traditional role of education, universities worldwide have 
become centres of knowledge creation. In most industrialized countries, universities play 
a key role in the economic development of the nation. Because of the socio-economic 
benefits of university education and research, government funding of these institutions 
and their activities has become the norm. 


Funding Environment 


Canada’s research landscape has changed substantially over the past decade. Federal 
investment in higher-education R&D (see Figure 4) has increased dramatically over this 
period. In many areas of research, Canada is truly a world-class player, as demonstrated 
by its increased ability to attract and retain top talent. The national science and innovation 
system offers Canadian researchers the tools they need to be knowledge trailblazers, seize 
opportunities to innovate and address global challenges such as adaptation to climate 
change and sustainable energy. NSERC is committed to advancing the goals of the S&T 
Strategy and to helping the research community make the most of the opportunities it 
offers them. 


Figure 4 
Federal Funding of Higher Education R&D in the NSE 
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Source: Statistics Canada 
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In 2006, member countries of the Organization for Economic Co-operation and 
Development (OECD) spent $168 billion on university research. Canadian university 
professors and students performed 5.9% of this total. When measured as a percentage of 
GDP, Canada spends more on university research than all of its G7 competitors and 
places second among OECD countries, only slightly behind Sweden (see Figure 5). 


Figure 5 
Higher Education R&D (HERD) as a Percentage of GDP, 
2006 or Most Recent Year 
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Source: OECD. 


In 2007, university research represented 36% of all Canadian research, as measured by 
expenditures. This percentage is much higher than the OECD average of 18% of R&D 
performed by universities in member countries. 


NSERC is the most important funder of the direct costs of research in the natural sciences 
and engineering in Canadian universities. In 2007, $4.3 billion was spent on research in 
the natural sciences and engineering in Canadian universities. NSERC directly provided 
almost one-fifth of the total funding. Figure 6 gives a breakdown of the total funding by 
direct source. 
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Figure 6 
University R&D Funding in the Natural Sciences and Engineering, 2007 


Provincial Govt's 
Other 13% 


6% Industry 
11% 


Universities’ 
CFl/Other 40% 
Federal 
Organizations 
13% 


Total: $4.3 Billion 


1. Includes faculty salaries and indirect costs related to research. Excludes related scientific activities (RSA). 
Source: Statistics Canada 


Nearly 12,000 university professors and more than 26,000 university students and 
postdoctoral fellows are supported by NSERC. (For a searchable database of all NSERC 
grant and scholarship recipients see http://www.nserc.gc.ca/funding/funding dec_e.asp.) 
NSERC funds are also used to support a considerable number of university technicians 
and research associates. Most Canadian universities benefit from NSERC programs, as 
do a growing number of colleges. Canadian industries and government departments are 
increasingly partnering with NSERC. Figure 7 presents the details of NSERC’s support 
to client communities and partnerships. Estimates of the share of the population of 


eligible individuals and organizations funded or participating, and trends over the past 10 
years, are also included. 
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Figure 7 
NSERC’s Clients and Partners, 2007-08 


Number Share of Trends in Share of 
Supported or the the Population 


Participating Population’ Over Past 10 Years 


Clients: 

University Professors 11,755 75% Small Increase 
Undergraduate Students 9,302 7% Moderate Increase 
Master’s/Doctoral Students 14,659 35-40% Moderate Increase 
Postdoctoral Fellows 2,340 40-45% Small Increase 
University Technicians, and Research 3,504 30%-35% Moderate Decrease 


Professionals 


Partner Organizations: 


Universities and Colleges O83 75% Small Increase 
Companies Performing R&D* 1,435 10% Moderate Increase 
Federal Science Departments/Agencies” 26 80% Small Increase 
Provincial Science Departments/A gencies” 23 25-40% Small Increase 


Source: NSERC 


1. The percentage that NSERC supports of all individuals and organizations eligible for NSERC funding. 
2. Organizations in partnership with NSERC (across all NSERC programs). 
3. Percentage only applies for universities. 


As the main beneficiaries of NSERC funding, university professors and students are 
NSERC’s key clients. University administrative offices, such as research and scholarship 
liaison offices, are key partners in ensuring cost-effective NSERC program delivery. 
Further downstream, university technology transfer offices assist in generating the socio- 
economic returns at the core of one of NSERC’s desired strategic outcomes. In addition, 
several NSERC programs require the involvement of industry and/or government 
partners. Detailed statistics on NSERC applications and awards can be found at: 
http://www.nserc.gc.ca/about/fact_e.asp. 


Given the multitude of partners involved, it must be emphasized that the outcomes 
presented in Section 2 are shared achievements. There is no easy way to isolate the 
impact of NSERC funding. However, because NSERC funding is the key driver in the 
early stages of the process and exercises quality control at that stage through peer review, 
it is doubtful that many of these outcomes could occur without it. 
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Departmental Performance 


NSERC measures its performance by evaluating its programs of research and training 
support according to their impact, cost effectiveness and continuing relevance. When 
reviewing performance of research support programs, it is important to remember that 
these investments take longer to bear fruit than most other government investments. The 
impact of NSERC’s investment in research and training in the NSE can be fully 
assessed only over the long term. Therefore, the expected results reported in NSERC’s 
Report on Plans and Priorities 2007-08 should be considered as planned results for the 
future. The performance information presented in this year’s DPR 1s a retrospective look 
at outcomes resulting from NSERC funding over the past decade, and in some cases even 
longer. 


In recent years, NSERC has been successful in: 


> maintaining a strong presence in world science and engineering research by 
annually supporting nearly 12,000 of the most creative and productive Canadian 
university professors which are producing an increasing share of world 
knowledge of high quality; 

> supporting the training of tens of thousands of master’s and doctoral students, 
who have found well-paying, productive jobs and who are contributing to 
Canada’s knowledge-based economic sectors by predominantly working in R&D; 

> partnering with more than 1,400 Canadian firms to transfer knowledge created in 
the university sector to private firms that create economic wealth; and, 

> supporting the development of new processes and products, some leading to the 
formation of new companies, all of which contribute significantly to the national 
economy; and more than off-set the annual investments made by NSERC. 


In 2007-08, NSERC also implemented numerous changes to align with the government’s 
S&T Strategy, including: 


> the effective design and delivery of programs (new and enhancements of existing 
programs) that reflect the objectives of the S&T Strategy and which are 
mobilizing the post-secondary research community around the Strategy’s priority 
areas; 

>» the creation of inter-agency mechanisms that foster a more comprehensive 
approach to the overall management of research support; 

> new partnerships with the business sector, including the rapid launch of new 
programs such as business-led Networks of Centres of Excellence (NCE); 

> enhanced focus on priority areas in new and existing programs with particular 
attention to initiatives that cross the mandates of the individual funding agencies; 
and 

> strengthening the commercialization, technology transfer, and knowledge 
translation and mobilization activities of all agencies through internal leadership 
and program enhancements. 
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Section 2 — Analysis of Program Activities by 
Strategic Outcome 


NSERC strives to provide Canadians with economic and social benefits arising from the 
provision of a highly-skilled workforce and knowledge transfer of Canadian and 
international discoveries in the natural sciences and engineering from universities and 
colleges to other sectors. The pace of realization of immediate and intermediate outcomes 
will vary with the research projects and students funded, taking from a few years to 
decades. This progression is also not risk free, with some research projects and students 
not realizing their full potential. As well, no one indicator can be used to measure a 
defining accomplishment; rather a whole suite of indicators must be taken into 
consideration. In addition, many of the immediate and intermediate outcomes for the 
three strategic outcomes overlap. 


2.1. Highly Skilled Science and Engineering Professionals in 
Canada 


By supporting students and fellows at Canadian universities and abroad, providing 
programs to support university faculty, and promoting science and engineering to 
Canadian youth, NSERC will ensure a reliable supply of highly qualified personnel 
(HQP) for Canadian industry, government, and academia. The following three sections 
provide details of NSERC’s performance by program activity for the strategic outcome of 
highly skilled science and engineering professionals in Canada. 


2.1.1 PROMOTE SCIENCE AND ENGINEERING 


An overview of the “promote science and engineering” program activity is presented 
below: 


Description Expected Results 

This program activity encourages popular interest | Student interest in research in the sciences, math 
in science, mathematics and engineering and aims _| and engineering is encouraged 

to develop science, mathematics and engineering 
abilities in Canadian youth. 
Resources (2007-08) 
Planned Spending 
Actual Spending 
Planned Human Resources 
Actual Human Resources 


Clients Supported (2007-08) 
Non-profit organizations | 80 
Universities/Colleges | 43 


Young Canadians are less inclined to select science or engineering as a discipline when 
they enter university (see Figure 8) as compared to many other nations. To help improve 
the interest of Canadian youth in science and engineering, NSERC has launched two 


NSERC Page 15 


programs. The key programs under this program activity are PromoScience ($2.9M) and 
the Centres for Research in Youth, Science Teaching and Learning ($1.0M), with the 
remaining funds spent on science promotion awards and administration. 


Figure 8 
First Degree Awarded in the NSE as a Percentage of Total First Degrees, 
2004 or Most Recent Year 
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Source: National Science Foundation. 


The PromoScience program provides support to non-profit and public organizations that 
work with young Canadians in order to build their interest in science and engineering, 
motivate and encourage their participation in science and engineering activities, and train 
teachers who are responsible for the science and math education of young Canadians. 
NSERC closely monitors the progress of these grants and reviews final reports to ensure 
impact. A selection of early outcomes from PromoScience grants is presented in Figure 9. 
The program is allowing organizations to expand their offerings and to engage many 
more young Canadians, especially girls and aboriginal youth. A-potential indicator of the 
long-term impact of PromoScience funding can be gauged from an exit survey of NSERC 
Undergraduate Student Research Award recipients (see Section 2.1.2) in which 30.1% of 
13,067 respondents (who are currently enrolled in an NSE bachelor’s degree program) 
took part in science camps or fairs either in elementary school or high school. 
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Figure 9 
Examples of PromoScience Program Impact 


Impact of NSERC Fundin 


Chuntoh Education 
Society 


The Chuntoh Education 
Society is a registered charity 
that provides children and 
youth with environmental and 
cultural educational 
opportunities in a focused and 
positive outdoor atmosphere. 


The society has expanded its suite of cultural programs: 


Students learn the links between cultural 
knowledge and the natural sciences from a variety 
of activities available in different seasons. 
Programs are designed to supplement classroom 
curriculum. 

Cultural science education programs were 
developed and delivered to 400 youth including 
190 First Nations children in the public and First 
Nation schools in the Fort St. James area. 


University of 
Manitoba / Centre for 
Earth Observation 
Science (CEOS) 


Schools on Board is an 
outreach program of 
ArcticNET hosted by CEOS. 
It promotes Arctic sciences in 
high schools across Canada. 


Perimeter Institute for 
Theoretical Physics 


Tantramar Wetlands 
Centre 


Einstein Plus is a highly 
interactive workshop for high 
school physics teachers on the 
topic of modern physics. 


The Tantramar Wetlands 
Centre is a non-profit 
organization providing high 
quality science enrichment 
opportunities using a wetland 
as an outdoor classroom. 


NSERC 


NSERC funding has supported the expansion of the 
educational and outreach potential of the program: 


4,000 students per year are exposed to the field 
program. 

Close to 200 presentations have been given by the 
student participants from the icebreaker. 
Educator’s kits developed for school use. 
Mentoring opportunities initiated between students 
and scientists. 

Piloted first Arctic Climate Change Youth Forum 
(250 students and teachers). 


The workshop has been very successful: 


Teacher participation has increased from 80 to 
120. 

Additional materials have been produced for 
teachers to take home as resources. 


Educational programs and participation rates have grown: 


Brunswick. 


Five additional experiential science education 
programs for youth and teachers for all four 
seasons developed. 

Internship positions for high school students 
provided. 

3,500 Maritime students and teachers participate 
annually with an annual increase of 10%. 

Reach of programs has extended beyond New 
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2.1.2 SUPPORT STUDENTS AND FELLOWS 


An overview of the “support students and fellows” program activity is presented below: 


Description Expected Results 

This program activity supports training of highly A supply of highly qualified Canadians with 
qualified personnel through scholarship and leading-edge scientific and research skills for 
fellowship programs. Canadian industry, government and universities 


Clients Supported (2007-08) 


$136.4M Undergraduate Students 4,190 
$137.9M Master’s/Doctoral Students 4,628 
54 | Postdoctoral Fellows 


Resources (2007-08) 
Planned Spending 
Actual Spending 
Planned Human Resources 
Actual Human Resources 


NSERC provides direct financial support to students from the undergraduate to 
postdoctoral levels through key programs such as: 


- Undergraduate Student Research Awards ($19.0M): Held in university or 
industry laboratories, this program provides funding for an undergraduate student 
to spend a four-month work term in a university or industrial research 
environment. This program is important to help attract the best students to 
advanced studies and careers in research. 


- Postgraduate Scholarships ($93.6M): At the master’s and doctoral levels, 
NSERC supports students by providing an annual stipend that enables them to 
continue to pursue their research interests. Up to four years of support is available 
over the course of a candidate’s graduate studies. Opportunities for study at 
institutions in Canada and abroad as well as at Canadian industrial laboratories are 
available. Canada Graduate Scholarships-(tenable only at Canadian universities) 
are awarded to the most outstanding candidates. 


- Postdoctoral and Industrial R&D Fellowships ($18.9M): These two-year 
awards support researchers who have completed their Ph.D., and provides them 
with funds to continue their programs of research. The awards may be held at any 
academic institution through a Postdoctoral Fellowship, or at a Canadian 
company that conducts research through an Industrial R&D Fellowship. 


The remaining funds under the program activity were used for the administration of the 
programs above. 


NSERC also funds students and fellows through support provided by an NSERC-funded 
professor from his or her NSERC grant. More students and fellows are funded through 
this “indirect” route (17,000) than through the direct scholarships or fellowship awards 
(9,501) presented under this program activity. General macro-level economic outcomes 
for university graduates in the natural sciences and engineering provide ample evidence 
of the positive outcomes for NSERC-funded students, both directly and indirectly 
supported. 
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NSERC conducts several surveys of its scholarship and fellowship winners and is able to 
assess performance against expected results. In addition, Statistics Canada collects labour 
market information that provides ample evidence of the successful career outcomes of 
NSE graduates. The following sections present data from both sources for this program 
activity. 


Undergraduate Student Research Awards: 


NSERC provides four-month positions for undergraduate students in the natural sciences 
and engineering through our Undergraduate Student Research Awards (USRA) program 
(note: NSERC-funded professors also support undergraduate students through their 
NSERC research grants). NSERC’s current annual investment of $19 million in this 
program brings this experience to nearly 4,200 students every year. Providing these 
students with valuable experience in a university or industrial laboratory encourages them 
to undertake graduate studies. This is an important indicator of the impact of the program. 
Figure 10 provides outcome data from six surveys conducted with USRA recipients 
involving 13,067 respondents (63.4% response rate). Overall, the program is offering 
students a high quality training experience and is encouraging a significant number to 
pursue postgraduate studies in the NSE. 


Figure 10 
Performance Related to NSERC Undergraduate Student Research Awards (USRA) 


Q Satisfaction is high with the USRA work experience; 

Q Students report learning practical techniques and methods and gaining critical management 
skills; 

Q Students report that the supervision and instruction they received was excellent; 

Q Students’ interest in research increased at a critical period in their career; and 

Q USRA work experiences had a significant impact on students’ interest in careers in industry; 


Short-term 
Outcomes 


Students overwhelmingly believe their USRA job experience will improve their permanent 
job prospects; and 

Q Nearly 80% of respondents plan to go on to obtain a master’s or doctoral degree, and a 

significant number of students plan to stay in university longer as a result of their USRA job 

experience. 


Longer-term 
Outcomes 


NSERC Postgraduate Scholarships: 


NSERC provides scholarship support for Canadians to pursue master’s or doctoral 
degrees in the natural sciences and engineering. These programs support more than 4,600 
students annually at a cost of $94 million per year. 
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The career status of former NSERC-funded master’s and doctoral students and the degree 
to which NSERC funding affects their ability to undertake or continue with their studies 
are important indicators of the impact of the scholarship support. Over the past thirteen 
years, NSERC has completed eleven surveys (three exit surveys — 1,680 
respondents/68% response rate; and eight follow-up surveys nine years after the award — 
1,850 respondents/49% response rate) of directly-funded master’s and doctoral students. 
Some of the key findings related to the short and longer-term outcomes experienced by 
these students are highlighted in Figure 11. Virtually all of the training objectives of the 
program are being met and labour market outcomes for the students, early on in their 
careers, are very promising. 


Figure 11 
Performance Related to NSERC Postgraduate Scholarships 


Q 96% of the respondents completed the degree (master’s or doctoral) for which they received 
NSERC funding; 

Q 46% report that NSERC funding was “very important” to their decision to continue with 
graduate studies; 

Q Nearly 50% of the students believed that NSERC funding would help them complete their 
degree faster; and 

Q Average scientific output per student of 1.4 journal publications, 1.2 conference proceedings 

and 1.2 conference presentations. 

Q = More than 300 industrial partners who contributed more than $2M per year to help support 
nearly 500 students. 


Short-term 
Outcomes 


! 


Graduates experience far less unemployment (approximately 2%) than the national average 
(approximately 7%); 

The vast majority (92%) have found full-time employment. 

Q Incomes are much higher than the Canadian average, with more than 80% earning more than 
$45,000 a year; and 

Q 69% report their graduate training was “critical” to their current employment. 


235 eee 
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Longer-term 
Outcomes 
oO 


Postdoctoral Fellowships: 


After a doctoral degree, in many of the NSE fields, a significant proportion of graduates 
go through additional postdoctoral research training. NSERC directly funds postdoctoral 
fellows (PDFs) for up to two years to continue their research training. NSERC invested 
$15 million to support 496 Canadian PDFs in 2007-08. 


The career status of former NSERC-funded postdoctoral fellows and the degree to which 
NSERC funding affects their ability to pursue a research career are important indicators 
of the impact of the postdoctoral support. Over the past eight years, NSERC has 
completed four surveys (573 respondents/40% response rate) of directly-funded 
postdoctoral fellows seven years after their award and two exit surveys (150 
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respondents/65% response rate) after the completion of the award. Some of the key 
findings from the surveys are presented in Figure 12. NSERC-funded postdoctoral 
fellows are actively engaged in research and experience the same positive labour market 
outcomes as postgraduate students. 


Figure 12 
Performance Related to NSERC Postdoctoral Fellowships (PDF) 


Q For 90% of PDFs, NSERC funding was moderately to very important in their decision to 
continue with their research in an academic environment. 

Q Average scientific output per fellow of 3.6 journal publications, 1.8 conference proceedings 
and 2.1 conference presentations. 

The vast majority of PDF holders felt they received adequate supervision. 

Q 97% of respondents felt that their PDF award would improve their prospects of finding 
employment in a relevant area; and 

Q More than 75% of PDF holders would repeat their decision to pursue a postdoctoral position 
after their doctoral degree. 


Outcomes 
oO 


Te 
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Q 57% of PDF holders obtained faculty positions at universities and now train the next 
generation of scientists and engineers; 

The vast majority (87%) are still engaged in research, either as a university professor, research 
scientist or engineer; and 

Q Almost 75% of PDFs report their postdoctoral training was critical to their careers. 


Outcomes 
oO 


Industrial Research and Development Fellowships: 


An important route for doctoral graduates to gain additional research experience is 
through NSERC’s Industrial R&D Fellowships (RDF) program. The program currently 
invests approximately $4 million per year to help place 150-200 Canadian Ph.D.s 
annually in industrial laboratories. This investment has contributed significantly to the 
number of doctoral graduates working in Canadian industrial labs. More than 20% of 
Canadian industrial researchers with a Ph.D. have been funded by NSERC through the 
IRDF program. To determine if the program is staying on track, NSERC routinely 
monitors the employment situation of former IRDF winners. Some key findings are 
presented in Figure 13. 
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Figure 13 
Performance Related to NSERC Industrial R&D Fellowships (IRDF) 


Q 98% of the firms said that the program was able to meet their requirements. 
Eg Q 98% of the firms stated that the research project undertaken by the fellow was “successful”; 
Zé and 
= = Q 94% of the firms believed the research project undertaken was cost-effective. 
t= Q 75% of former IRDF winners are still working in Canadian industries. A small percentage 


have gone on to academic positions in Canadian universities and a similar percentage have 
left the country. 


ECONOMIC ANALYSIS 


The highlights of a recent economic analysis of NSERC’s student and fellowship support 
conducted by Torben Drewes, a professor of economics at Trent University, are shown 
below. 


The social benefits produced by investments in postsecondary education in NSERC- 
related fields of study exceed the social costs by a significant margin. The essential 
question asked is whether NSERC’s annual expenditures on student support represent a 
good investment of public funds. The answer to that question depends on a critical, but 
unknown, piece of information: how many more students undertake postgraduate 
education because of that support? In the absence of that information, the analysis inflates 
the annual flow of pre-tax incomes (which represent the productivity profiles of 
individuals with different levels of education) to incorporate the external social benefits 
of enhanced productivity of other workers, lower crime rates, and so on. Social costs in 
the form of instructional expenditures are factored in. The differences between the social 
benefits and costs between bachelor’s and master’s graduates, and between master’s and 
Ph.D. graduates represent the annual social benefit flows from investments in master’s 
and in Ph.D. programs, respectively. These benefits are then discounted at a rate of 2.5% 
to determine the capitalized, or present, values. It is then possible to estimate the total 
social benefit produced at different assumptions about the number of students induced by 
NSERC funding to continue their studies. 


The analysis indicate that if only 1,000 master’s and 1,000 Ph.D. students were 
influenced in enrolling in graduate programs because of NSERC funding, NSERC 
scholarship programs will more than pay for themselves in net social benefits produced 
since NSERC funds more than 14,000 master’s/doctoral students. It would seem 
reasonable to assume that NSERC- induced participation is at least as high as that. 
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LABOUR MARKET OUTCOMES 


Since 1978, NSERC has supported the training of more than 75,000 master’s and 
doctoral students in the NSE. These graduates are major contributors to knowledge 
creation and technology transfer in Canada. Surveys of NSERC-funded students early in 
their careers indicate extremely positive employment outcomes. 


These results are not surprising given the strong demand for natural science and 
engineering graduates. Unemployment levels for persons seeking work in natural science 
or engineering occupations are considerably below national levels (see Figure 14) and 
annual salaries for this group are nearly 32% greater than the national average (see Figure 
15). 


Figure 14 
Unemployment Rate (%) for Natural Scientists and Engineers (NSE) 
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Source: Statistics Canada 
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Figure 15 
Average Annual Salaries by Occupation in Canada, 2007 
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Source: Statistics Canada. Full-time employment. 


NSERC-funded graduates are now part of a growing natural science and engineering 
labour force of more than 1,000,000 people (see Figure 16). As the knowledge economy 
continues to grow in Canada, employers will hire increasing numbers of NSE graduates, 
as they have in the past (see Figure 17). As also shown in Figure 17, natural science and 
engineering positions have been the fastest growing occupational group over the past 20 
years. 
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Figure 16 


Number of Workers in Natural Science and Engineering Occupations 
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Source: Statistics Canada. Full-time employees. 


Figure 17 
Average Annual Growth in Occupations in Canada 
1988 to 2007 
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Source: Statistics Canada. Full-time employment. 
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2.1.3 ATTRACT AND RETAIN FACULTY 


An overview of the “attract and retain” program activity is presented below: 


| Description 

This program activity aims to attract and retain 
faculty at Canadian post-secondary institutions. It 
includes a number of Chairs programs that 
strengthen research excellence and teaching at 
Canadian universities by providing support for 
faculty in specific fields. 

Resources (2007-08) 


Expected Results 
Enhanced research capacity in science and 
engineering. 


Clients Supported (2007-08) 


Planned Spending $167.8M Professors 1,062 
Actual Spending $148.0M Undergraduate Students zig 
Planned Human Resources 23 Master’s/Doctoral Students 454 
Actual Human Resources 21 | Postdoctoral Fellows 239 


Key programs under this program activity include: 


e Canada Research Chairs ($115.9M): This Tri-Council (NSERC, CIHR and 
SSHRC) program provides financial support for up to 2,000 professors across 
Canada, including 846 positions in 2007-08 within the NSE. The key objective of 
this program is to enable Canadian universities to achieve the highest levels of 
research excellence and to become world-class research centres in the global 


knowledge-based economy. 


e Industrial Research Chairs (IRC), Other Chairs and Faculty Support 
Programs ($27.7M): The IRC program helps universities build the critical mass 
of expertise and long-term relationships with corporate partners in areas of 
research that are of importance to industry. Industrial Research Chairs can also 
enhance the ability of universities to recruit senior-level researchers and research 
leaders from industry or other sectors. 


Support of university faculty in targeted areas such as Northern Research, 
Management of Technological Change, Fuel Cells, Design Engineering, and 
Women in Science and Engineering helps address specific needs in particular 


disciplines. 


e Prizes ($2.1M): NSERC prizes recognize outstanding individual Canadian 
researchers, research teams and students. They enhance the career development of 
outstanding and highly promising scientists and engineers and distinguish the 
sustained excellence of faculty members at Canadian universities. They also 
publicly recognize lasting partnerships in R&D between university and industry 
and celebrate young Canadian entrepreneurs. 
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The remaining funds under the program activity were used for administration of the 
programs above. 


By far, the largest program of this program activity is the Canada Research Chairs 
program. The first awards were made in 2000-01 and by 2007-08 the program supported 
nearly 850 positions in the natural sciences and engineering in universities, and almost 
1,000 in other disciplines. A fifth year evaluation of the program was recently completed 
(the evaluation was for all disciplines and a copy of the report can be found at: 
http://www.chairs.gc.ca/web/about/publications e.asp). 


The Canada Research Chairs program has helped to create a research environment that is 
conducive to the long-term retention and attraction of top researchers. A significant 
number of Chairholders has been attracted from outside Canada and many top Canadian 
scientists have stayed in the country as a result of Chair support. Figure 18 presents the 
distribution of Chair awards in the natural sciences and engineering since the program’s 
inception. 


Figure 18 
Canada Research Chair (NSERC) Recruitment from Abroad by Year 
(% of Chairs) 


2000 2001 2002 2003 2004 2005 2006 


Source: Canada Research Chair Secretariat. 


Industrial Research Chairs 
An evaluation of NSERC’s Industrial Research Chairs (IRC) program was conducted in 


2006-07. Key findings from the evaluation indicate a strong impact on Chairholders and 
universities in terms of enhanced research capacity and building critical mass. Partners 
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are also benefitting immediately through more unfettered access to longer-term research 
and specialized expertise with opportunities to share costs and risks associated with 
conducting longer-term research. More detailed evaluation findings are as follows: 
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The majority of partner respondents reported the strongest impacts with respect to 
increased access to specialized expertise and research results. These impacts are 
consistent with the partners’ expectations of the IRC program. Ongoing access to 
the Chairholder’s expertise was considered to benefit the partner organizations by 
facilitating the transfer of knowledge/technology with respect to cutting edge 
research, and potential new processes, products and methodologies for exploring 
research problems. Moreover, the Chair, through its network of collaborations, 
provides the partner organization with access to expertise beyond the Chair. 


Survey evidence shows that IRC research is being used by industry, most 
commonly to improve or develop processes and products (see Figure 19). 
Additionally, other receptor organizations typically use research results. A 
comparison of earlier and more recent Chairs revealed that, with the exception of 
prototype or pilot development, a greater percentage of the earlier Chairs showed 
evidence of transfer of knowledge/technology (e.g. increases in the number of 
patents issued, numbers of technologies licensed, and improved and new 
processes and products) indicating that commercialization of results is being 
realized over time. 


The IRC program plays a strong role in strengthening existing partnerships and in 
creating new partnerships between industrial partners and universities. Sixty- 
seven (67) percent of industrial partner respondents reported that the existing 
partnerships with universities have been strengthened as a result of the IRC 
program. Forty-two (42) percent of all partner respondents reported that their 
organization had formed new partnerships with university researchers and 31 
percent reported that they had formed new partnerships with other organizations 
as a result of the IRC. 


The IRC program was reported to contribute significantly to the achievement of 
critical mass and helped to bridge gaps in existing programs or developed niche 
areas (e.g. automotive sector, environmental science, construction engineering 
and management). The building of critical mass in industrially relevant areas was 
linked to a number of the program’s features and benefits such as its leveraging 
effect, its effectiveness as a tool to recruit and retain faculty (through salary 
support and increased prestige), and its ability to attract HQP. 


About one-third of industrial partner respondents indicated that they have hired 
HQP from the program. Survey results indicated that more than two-thirds of 
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HQP who obtain employment are employed by industrial partners and industry 
upon completion of their involvement with the IRC. 


All lines of evidence supported the assertion that the Chair program contributed 
substantially to the Chairholder’s research capacity in terms of increased size of 
research team, increased ability to attract more qualified personnel, enhanced 
reputation within the research community, and increased visibility of the research 
program with industry in general. There was also strong consensus that research 
was strongly impacted by the IRC program in terms of increased productivity and 
in terms of an expansion of the research scope. 


According to case study evidence, collaborations with industry also benefit the 
Chairs and their research in the following ways: by helping them to keep 
informed of industrial needs and context; by helping to identify fundamental, 
long-term research objectives; by providing data for future research and 
development; by providing a “testing-ground” for tools and knowledge; and by 
providing feedback on the results of the research. 


Figure 19 
Knowledge and Technology Transfer (Partner Survey) — IRC Program 


Outcomes Obtained from IRC Program 
Source: Partner Survey 
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Attraction/Retention of Faculty 


Other evidence of outcomes related to the attraction/retention of faculty comes from 
NSERC corporate data. Although NSERC does not collect the citizenship history of its 
applicants, a reasonable guess at citizenship can be made through the education history of 
applicants. Figure 20 presents the number of new applicants to NSERC’s largest 
program, the Discovery Grants program, who received both their bachelor’s and Ph.D. 
degrees outside the country (this program is a good proxy for an overall evaluation of the 
“attraction” activity since the vast majority of new professors in the natural sciences and 
engineering apply to the program). As the figure indicates, Canadian universities 
continue to attract hundreds of foreign educated personnel every year to become 
professors. More than 30% of the large number of first-time NSERC applicants are 
foreign educated. Recent investment by the government in university research has created 
an attractive environment to conduct research and seems to have attracted the attention of 
highly trained people from other countries. 


Figure 20 
Number of Foreign Educated’ New Applicants to NSERC’s Discovery 
Grants Program 
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1. Applicants who earned both an undergraduate and Ph.D. degree outside Canada. 
Source: NSERC. 


NSER€ also tracks the reasons grantees provide when they terminate their awards before 
the end date. As shown in Figure 21, only a small number of professors receiving 
NSERC support listed “leaving the country” as their reason for terminating their award 
over the past eight years. The number of NSERC-funded professors leaving the country is 
an extremely small percentage of the nearly 12,000 professors receiving NSERC support. 
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Figure 21 
Number of NSERC-Funded Professors Leaving the Country 


1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 


Source: NSERC. 


The strong federal support of the granting councils and the Canada Foundation for 
Innovation (CFI) since 1997-98 (see Figure 4), and the increased support for research 
from provincial governments have dramatically improved the research environment on 
university campuses across the country. The success witnessed above in the attraction 
and retention of faculty cannot be attributed to any one program and has resulted from 
system-wide investments. 


To recognize the important achievements of Canadian research scientists and engineers, 
and, in the process, to help retain faculty in Canada, NSERC awards significant research 
prizes to individuals and teams. The 2007-08 winner of NSERC’s Gerhard Herzberg 
Canada Gold Medal for Science and Engineering is highlighted below. 
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John C. Polanyi 
Winner of NSERC’s Gerhard Herzberg Canada Gold Medal for Science and Engineering 


A chemist at the University of Toronto has claimed the Gerhard Herzberg Canada Gold Medal for 
Science and Engineering, Canada’s most prestigious science prize. Named for Canadian Nobel 
laureate Gerhard Herzberg, the annual prize guarantees the winner $1 million in research funding 
over the next five years. 


Polanyi’s natural curiosity and approach to science have led to a number of major advances in 
chemistry over the years. Most notably, he helped pioneer the development of a new field known as 
reaction dynamics. This method of study takes chemical reactions down to the molecular level in an 


effort to understand what happens during a reaction. His contributions to this field earned him a share 
of the 1986 Nobel Prize for Chemistry. 


In addition to the Nobel, Polanyi has been awarded numerous scientific prizes and honorary degrees 
from universities around the world. He is a Companion of the Order of Canada and a Fellow of the 
Royal Societies of Canada, London and Edinburgh. 


Polanyi’s distinguished career touches on more than just pure science. He has published numerous 
articles on science policy, on the control of armaments and the impact of science on society. He was 
the co-founder and first Chair of the Canadian Pugwash Group, part of an international movement 
dedicated to understanding the social impact of science and preventing its misuse. 
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2.2 High Quality Canadian-Based Competitive Research in the 
NSE 


Basic research provides the foundation for all scientific and technological advances, and 
also trains the people who can generate new knowledge in Canada and understand new 
knowledge generated around the world. 


2.2.1 FUND BASIC RESEARCH 


An overview of the “fund basic research” program activity is presented below: 


Description a Expected Results 
This program activity invests in discovery through | The discovery, innovation and training capability of 
grants focusing on basic research activities. Basic | university researchers in the NSE is enhanced. 
research provides the foundation for advances in 
all disciplines within the NSE, and also trains 
people who can generate new knowledge in 


Canada. 
Resources (2007-08) | Clients Supported (2007-08) 
Planned Spending $403.6M Professors 10,685 


Actual Spending $454.3M Undergraduate Students | 3,800 
Planned Human Resources 27 Master’s/Doctoral Students | 6,678 
Actual Human Resources 143 Postdoctoral Fellows | 748 


L 


Key programs under this program activity include: 


- Discovery Grants ($333.4M): This program is the mainstay of support for 
university-based research. The program provides funding for ongoing programs of 
research. Researchers are free to work in the mode most appropriate for the . 
research area and they may pursue new research interests provided they are within 
NSERC’s mandate. To be funded, they must demonstrate both research 
excellence and high productivity, and contributions to the training of HQP. 

The discovery, innovation and training capability of university researchers in the 
NSE is enhanced by the provision of support for the direct costs of ongoing 
programs of research. 


- Research Tools and Instruments Grants (RTI) ($40.8M): CFI funding 
enhances the laboratory setting by funding major equipment and infrastructure 
purchases. RTI grants enable professors to purchase the smaller pieces of 
laboratory equipment necessary to conduct world-class research. This critical 
source of funding ensures researchers have access to the modern research tools 
required to ensure the maximum return on other investments in research, such as 
Discovery Grants. 
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- Major Resources Support (MRS) ($35.2M): The MRS program supports 
researchers’ access to major regional or national research facilities by assisting 
these facilities to remain in a state of readiness for researchers to use. This 
program is the vehicle for NSERC investments in facilities such as the Canadian 
Light Source synchrotron in Saskatoon and the Sudbury Neutrino Observatory. 


- Special Research Opportunity (SRO) Grants ($10.6M): These grants enable 
researchers to seize new and emerging research opportunities in a timely fashion 
and develop new collaborations necessary to respond to national and international 
opportunities. 


Other programs under this program activity include funding for the Government of 
Canada's Program for the International Polar Year ($12.1M), Research Capacity 
Development in Small Universities ($2.2M), and General Support ($1.3M) and funding 
for the administration of all of the above programs. 


Section 2.1.2 provided a broad perspective on student outcomes for undergraduate and 
postgraduate students in the natural sciences and engineering. For the remainder of this 
section, highlights of performance measures related to research funding will be presented. 
The outcomes presented also capture performance from most of NSERC’s other grants 
programs. As mentioned, it is very difficult to disentangle broad performance measures 
by NSERC program. 


International Review 


In 2007-08, a special International Review of the Discovery Grants program was 
conducted by a prestigious committee of scientists and engineers. The committee came to 
the following conclusions (the full report can be found at 
http://www.nserc.gc.ca/about/rep_sur_e.asp). 


e The relatively high success rates of Discovery Grants program applications is not 
incompatible with, and in fact encourages, a high degree of research excellence 
across a broad range of fields. 

e The best researchers are able to use the support of a Discovery Grant as a base to 
lever an internationally competitive level of funding from other sources. 

e The broad base of Discovery Grants program funding sustains an important level 
of research capability and student training across the NSE disciplines and 
throughout Canada, and thus contributes significantly to meeting the nation’s 
needs for research results and highly-qualified people. 

e The Discovery Grants program is therefore an exceptionally productive 
investment and thus deserves additional funding to ensure that the value of its 
grants keeps pace with the growing opportunity. 
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What follows are some indicators demonstrating the excellence and productivity of 
Canadian researchers. 


Discovery Accelerator Supplements 


In 2007-08, NSERC launched a new initiative, targeted accelerator supplements, to 
provide substantial and timely additional resources to a small group of outstanding 
researchers, the majority working in the three S&T Strategy priority areas to accelerate 
progress and maximize the impact of their program. Through peer review, NSERC 
identified 41 top researchers in the three S&T Strategy priority areas whose research 
efforts could be dramatically accelerated by an infusion of $40K per year over three 
years. 


Knowledge Advantage Indicators 


One of the first tangible outcomes of an investment in university R&D is a publication in 
a scientific or engineering journal. The worldwide culture of university research places a 
great deal of importance on publishing new discoveries and advances in widely- 
circulated journals. Investment in this very public forum gives the country’s researchers 
access to the latest international research and the ability to build on this research. Since 
the vast majority of Canada’s scientific and engineering publications are produced by 
university researchers, publications are a good indicator of the immediate outcome from 
NSERC research funding and can be used to benchmark our performance against the rest 
of the world. 


In a previous comprehensive study of publications it was determined that NSERC-funded 
professors are by far the major contributors to Canada’s science and engineering 
publication output. For this reason, the review of national output as follows can be 
correlated to NSERC-funding. 


Canada is among an elite group of countries publishing a significant number of articles in 
science and engineering journals. Canadian researchers (all sectors) in the natural 
sciences and engineering (NSE) have increased their annual production of publications 
from roughly 20,000 per year to current averages of approximately 25,000 publications 
per year, as shown in Figure 22. Overall, Canada’s world share of NSE papers stood at 
4.4% in 2006. Canada’s performance in NSE article production versus many of our major 
competitors has been similar, as most industrialized countries lose publication share to 
countries such as China, South Korea and Spain. It appears that the upswing of Canada’s 
publications and world share of publications are the first signs of the impact of the 
additional investments in university research over the past several years. 


World article production in the NSE has averaged roughly 600,000 articles per year, with 


a significant increase in 2003 as more journals were included in the dataset. The U.S. 
dominates publication production with nearly one-third of NSE articles in any given year. 
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Canada ranked in 7" position in 2006 improving from its 9" place showing in 2001 to 
2003. Canada’s world rankings by discipline ranged from 6" spot for biology and earth 
and space sciences to 12" position in chemistry and physics. 


Figure 22 
Number of Canadian Publications in the NSE and World Share 
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Source: Observatoire des sciences et des technologies 


Similar to common rating systems, in which a higher score indicates more viewers, 
listeners or readers, citations are a measure of the potential use of a researcher’s work by 
fellow researchers. If a researcher’s work is being referenced or cited more often by 
his/her peers, then there may be more intrinsic value to the work. Based on the number of 
citations received by papers over the three years following the publication year, a 
standardized measure called the Average Relative Citation Factor (ARC) is then 
calculated for each country and field and normalized to 1.0. An ARC value above 1.0 for 
a country and field means that, on average, the country’s publications in that field are 
cited more often than the world average. An ARC value below 1.0 would mean that a 
country’s publications in a field are not cited as often as the world average. 


Figure 23 presents the ARC values for countries publishing more than 5,000 articles in 
the NSE in 2006. Canada’s ARC in the NSE ranks 7" and is in a tight grouping with the 
G7, and only significantly behind the top four countries (Switzerland, Netherlands, U.S. 
and Germany). 


Publishing in the top journals in a scientific field is a potential indicator of excellence and 
a complementary indicator to the average relative impact factor. Science and Nature are 
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two journals in the natural sciences that are very selective, highly influential and widely 
read. Canadian researchers were authors on more than 6% of articles appearing in Science 
and Nature in 2007 while producing 4.4% of total publications. 


Figure 23 
Average Relative Citation Factor (ARC) in the NSE, 2006 


Sources: Observatoire des sciences et des technologies. Only includes countries with at least 
5,000 publications in the NSE in 2006. f 


Figure 24 highlights, for the most recent time period: 2002-2006, the ratio of a country’s 
world share of citations in a particular subfield to the country’s world share of 
publications in that subfield. For example, the percentage of citations to Canadian space 
science publications exceeded Canada’s world production of space science papers by 
57% in 2002-2006. Canada is only one of three countries to have a positive relative 
citation impact for all subfields of the NSE. 


Indicators of productivity as they relate to scientific publication production can also be 
useful. One indicator is a measure of a country’s output of NSE publications per capita 
population. Figure 25 presents the 2006 per capita output per one million inhabitants for 
those countries producing a significant number of articles (the cut-off chosen was at least 
5,000 articles published in 2006). Using this criterion, Switzerland has the highest per 
capita output while Canada ranks in 4" position, and ahead of some significant players 
such as the U.K., France, Germany, United States, Japan and Italy. 
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Figure 24 
Canada’s Relative Citation Impact for Select Subfields, 2002-2006 
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Figure 25 
Per Capita Output of Publications in the NSE, 2006 


Publications per 1 million inhabitant 


Sources: Observatoire des sciences et des technologies, OECD, 2006 CIA World Fact Book. 
Only includes countries with at least 5,000 articles in the NSE in 2006. 
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The published research findings funded by NSERC are recognized as significant 
contributions to world science and engineering. A sample of significant research findings 
funded by NSERC in the areas of the environment, energy, information and 
communication technologies, and health are highlighted in Figure 26. 


Figure 26 


Sample of Important Discoveries of 2007-08 Funded by NSERC 
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Drs. Douglas and Smol have been 
monitoring 40 shallow ponds in the Arctic 
for the last 24 years. Their studies show 
that climate change is responsible for 
alarmingly low water levels. Some lakes 
which had been around for thousands of 


Dr. Kidd was part of a seven-year 
Fisheries and Oceans study which found 
minnow populations in an experimental 
lake began to collapse after prolonged 
exposure to small amounts of synthetic 
estrogen. Male fish began producing egg 
proteins and early stage eggs were found 
in the testes of some fish. 
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hydrogen storage 


Energy 


University of | Dr. Sean 
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Brunswick 


Dr. McGrady’s team successfully 
condensed hydrogen gas into a usable 
solid under mild conditions. At the 
moment, hydrogen gas is typically stored 
under pressure in large, metal cylinders, 
which are heavy and expensive to 
transport. Since they’re under pressure, 
they also pose a safety hazard. 
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Figure 26 
Sample of Important Discoveries of 2007-08 Funded by NSERC (cont’d) 
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the effects of scoliosis operations before 
they operate and plan which implants to 
use in order to obtain optimal correction. 
Dr. Rangan uses mathematical algorithms 
so a computer can pinpoint a tumour in a 
patient’s body scan and target the 
radiation without damaging other organs. 


Developed a trans fat-free shortening, 
known as CoaVel, which is now baked in 
eight different cookies by Tasty Selections 
and sold to Canadian hotels. 


Found resistance exercise for people 65 
and older can actually reverse the effects 
of aging on skeletal muscles. 
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Awards and prizes are another measure of excellence in the research community. NSERC 
collects and updates data on 191 international awards and prizes annually. Over the past 
10 years. NSERC-funded professors have received more than 150 of the awards and — 
prizes included in the analysis. One example of a prestigious prize won by an NSERC- 
funded researcher is shown below. 


Dr. Ted Sargent 
$10 million grant from King Abdullah University of Science and Technology, KAUST, in Saudi 
Arabia 


Dr. Ted Sargent, a professor of electrical and computer engineering and Canada Research Chair in 
Nanotechnology will receive a $10 million grant from KAUST, an international graduate-level 
research university set to open in September 2009. 


The competition was open to all internationally recognized scientists and engineers having an 
outstanding record of prior accomplishments and a very high level of originality and productivity. Dr. 
Sargent, one of the most celebrated scientists of his generation, was the only person at a Canadian 
university to receive a grant. 


Working at the University of Toronto, Dr. Sargent has developed nanotechnology that uses the infrared 
rays of the sun to provide power for virtually everything that now uses electricity. He has also brought 
nanotechnology to a wide audience with his popular book, The Dance of Molecules. 


Knowledge dissemination occurs through virtually every NSERC program. The new 
knowledge created by NSERC-funded university professors is often used by researchers 
in Canadian industry and government laboratories. One of the first indications of this 
dissemination to users is through collaborative publications. Figure 27 indicates that over 
800 university-government publications and, on average, 400 university-industry 
publications are produced annually. This trend has been fairly steady over the past 
decade, although the downturn in Canadian industrial R&D in recent years has had an 
impact on the number of university-industry collaborative papers. 


In 2007, NSERC conducted a survey of NSERC-funded professors (2,590 
respondents/45% response rate) to gauge their activities in terms of knowledge 
dissemination to users (industry and government) and knowledge 
transfer/commercialization. Figure 28 highlights the percentage of the survey respondents 
who carried out research with industry or government partners in the last five years, or 
involved users in helping set the direction of their research programs. A large percentage 
of the respondents participated in this type of collaborative R&D, ensuring quick 
knowledge dissemination to users. 
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Figure 27 
Number of University-Industry and University-Government 
Publications with NSERC-Funded Professors 
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Source: Observatoire des Sciences et des Technologies, NSERC estimates. 


Figure 28 
NSERC-Funded Professors’ Interaction with Users 
(Users = Private Firms and Government) 
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Source: NSERC researcher survey 2007. 
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Also from the survey, Figure 29 presents the frequency with which NSERC-funded 
professors took user needs into consideration when planning their research projects, and 
the frequency with which NSERC-funded professors performed services for private firms 
related to their research. To some degree, the majority of professors took into account the 
needs of users in planning their projects. It must be noted that not all research, especially 
basic research, has clearly-defined users or applications. Although the majority of 
respondents engage in a variety of knowledge-dissemination efforts, a minority do not. 
Improving knowledge dissemination to potential users will be an important goal for 
NSERC and future surveys will monitor the situation. From the previous knowledge 
transfer survey (conducted in 2000), respondents mentioned many impediments to 
knowledge transfer to users. Nearly half of the respondents mentioned lack of expertise 
of users, lack of firms in the region, lack of academic rewards for dissemination and the 
pressure to publish as various obstacles to knowledge dissemination. 


Figure 29 


Planning Knowledge Dissemination Activities to Users (Private Firms and 
Government) and Knowledge Dissemination Activities to Private Firms 
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Recent Evaluations 


An evaluation of NSERC’s Research Tools and Instruments (RTI), and Major Facilities 
Access Grants (currently called the Major Resources Support (MRS) program) programs 
was conducted in 2006-07. Some of the major findings from the evaluation are presented 
below: 


« RTI funding leads to more, faster and more in-depth research as well as better 
trained HQP. These impacts were felt across the spectrum of disciplines, in all 
regions and in large and small institutions. Small institutions tended to report 
benefitting more from RTI funding than larger institutions — as long as they were 
able to secure such funding since data have shown that the probability of funding 
was less for small institutions than for medium-sized and large institutions. These 
observations support the notion that the RTI program is achieving its objectives to 
enhance the discovery, innovation and training capability of university 
researchers. 

« Three key messages from this evaluation study were: 


© asignificant proportion of the existing equipment infrastructure will 
require replacement over the coming five years — between one quarter 
and one third of the value of existing equipment is at play; 

o about 20% of existing equipment will require major maintenance over the 
coming five years; and 

o itis difficult for researchers to find funding for small equipment. 


«= Due to the amount and nature of the equipment funding, there is currently little 
overlap between NSERC’s RTI program and Canada Foundation for Innovation 
(CFI) grants. In fact, constraints to usage of CFI (large-scale, state-of-the-art 
projects within university strategic priorities) make unlikely a dramatic overlap in 
financial support with RTI/MFA/MRS projects. The current MRS program 
complements CFI funding on several projects (e.g., Canadian Light Source) by 
providing the necessary operating and research support to fully utilize the 
facilities. 


« The key impacts of the MFA (now called MRS) program were identified as better 
use of the facilities, increased collaboration among researchers and improved 
international competitiveness of Canadian researchers. Effects of a grant appear 
more intense for MFA projects than for RTI projects — be they the positive 
effects of obtaining a grant or the negative effects of not obtaining one. Increased 
collaboration among researchers and organizations as well as attraction and 
retention of faculty are much more prominent effects for MFA than RTI. 
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2.2.2 FUND RESEARCH IN STRATEGIC AREAS 


An overview of the “fund research in strategic areas” program activity is presented 
below: 


Description Expected Results 
This program activity funds project research of Research and training in targeted and emerging 


national importance and in emerging areas that are | areas of national importance is accelerated. 
of potential significance to Canada. By creating 
linkages between university, industry and 
government, and addressing areas of strategic 
importance to Canada, this funding ensures 
Canadians reap the benefits of their investments in 


research. 

Resources (2007-08) Clients Supported (2007-08) 
Planned Spending Professors 1,446 
Actual Spending ai Undergraduate Students 434 
Planned Human Resources Master’s/Doctoral Students 1,091 
Actual Human Resources 33 Postdoctoral Fellows 263 


The key program under this program activity 1s: 


- Strategic Project Grants ($67.0M): This program accelerates research and 
training in targeted and emerging areas of national importance. The research is 
early-stage with the potential to lead to breakthrough discoveries. The program 
target areas coincide extremely closely to the government’s current priority areas 
of the environment, energy, information and communications technologies, 
manufacturing, automotive applications, forestry, fisheries, and health. 


Other programs under this program activity include funding for the Collaborative Health 
Research Projects ($3.3M), Innovation Platforms ($1.1M) and funding for the 
administration of all of the above programs. 


In 2007-08, a total of $25.9M was leveraged from partners on Strategic Project grants 
versus NSERC’s funding of $67M. Given the pre-competitive nature of the Strategic 
Project grants, the resulting leverage ratio of 39% shows good partner participation. 


In 2004, a five-year follow-up of NSERC’s Strategic Project grants was undertaken. 
Interviews were conducted with a total of 229 Strategic Project grant recipients (66% 
response rate) and 127 partners (67% response rate) from either industry or government. 
The margins of error for the two samples are +5 percentage points for the university 
researcher sample and +8 percentage points for the industry sample, with a 95% 
confidence interval. Some of the highlights from the survey are presented below: 
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- Almost all respondents indicated that their Strategic Project grant experience had been 
worthwhile (i.e., 99.6% of university researchers, 95.7% and 100% of industry and 
public sector partners respectively). 

- In assessing post-award collaboration, a total of 163 researchers (i.e., 71%) indicated 
that they had continued to collaborate with their strategic project grant partners. This 
represents 144 researchers (i.e., 64%) who continued working with the same partner(s) 
in the same area as their strategic project grant, and an additional 19 researchers (i.e., 
8%) who indicated that they continued to work with their partners, but on different 
projects. 

- Figure 30 presents the benefits industry and government partners realized from their 
participation on the Strategic Project grant. 


Overall, the Strategic Projects program is achieving its main objectives and 1s resulting in 
significant HQP production and knowledge transfer to the user community. 


Figure 30 
How Partners Used Results from an NSERC Strategic Project Grant 
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The NSERC Strategic Partnerships Programs are designed to focus on priorities (NSERC 
Strategic Target Areas) and so provide an excellent framework to implement the S&T 
Strategy. In 2007-08, NSERC’s commitment to the S&T Strategy through the Strategic 
Partnerships program included: 


e Re-scoping and repositioning the descriptions for NSERC’s three target areas 
(Advanced Communications and Management of Information; Healthy 
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Environment and Ecosystems; and Sustainable Energy Systems) to align more 
directly with the S&T Strategy priority areas. 

e Increased funding in the 2007 competition ($4.4M/yr for 3 years) to support 30 
additional projects in the priority areas of Environment, Energy and ICT. A total 
of 101 additional researchers and 59 partners are involved in these projects and 
we anticipate more than 150 students will be trained. 

e Launched a special supplemental competition to rapidly increase research and 
partnerships in the three target areas (Advanced Communications and 
Management of Information; Healthy Environment and Ecosystems; and 
Sustainable Energy Systems) aligned with the S&T Strategy priority areas. A total 
of 160 awards were made at an annual investment of $15M per year over the next 
two years (see an example of one of the funded grants below). 

e Six additional Strategic Networks (public-private research partnerships) in the 
three priority areas of the environment, ICT and energy/natural resources. 

e To better align with S&T Strategy, the Strategic Network Grants Program has 
been redesigned to enhance international research and training and accelerate the 
transfer of knowledge and new technology into use in the Canadian economy. 


Advanced Communication and Management of Information 


Title: New generation intelligent user interface for effective and ubiquitous and pervasive 
communication. 

Applicant: Zhang, Wenjun (Chris) (Mechanical Engineering, U. of Saskatchewan) 
Co-applicants: Schneider, Barry B (Psychology, Ottawa); Gutwin, Carl (Computer Science, 
Saskatchewan); Shi, Yang (Mechanical Engineering, Saskatchewan). 

Supporting Organization(s): Immersion Canada; MPB Technologies Inc. 


Summary: 

The goal of this project is to develop a new generation of intelligent interface for human-computer and 
human-machine communications. While the main tasks of the project are to be accomplished by 
computer scientists and mechanical engineers, a thorough understanding of human behaviour is needed 
to provide the computer/machine with the appropriate tools to understand the human. The addition of a 
psychologist to the research team will allow them to correctly address the human behaviour issue, and 
to provide students with very valuable inter-disciplinary training. 
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2.3 Productive Use of New Knowledge in the NSE 


Wealth is created when Canadians add value in producing goods and services that are 
sold in world markets and knowledge is the modern basis for adding value. NSERC aims 
to maximize the value of public investments in research for the benefit of all Canadians 
by promoting research-based innovation, university-industry partnerships, technology 
transfer activities and the training of people with the required scientific and business skill 
sets to create wealth from new discoveries in the NSE. 


2.3.1 FUND UNIVERSITY-INDUSTRY-GOVERNMENT PARTNERSHIPS 


An overview of the “fund university-industry-government partnerships” program activity 
is presented below: 


Expected Results 

Mutually beneficial collaborations between the 
private sector and researchers in universities, 
resulting in industrial or economic benefits to 
Canada. 


Clients Supported (2007-08) 

Professors 2.538 
Undergraduate Students 753 
Master’s/Doctoral Students 


Postdoctoral Fellows 392 


Description 
This activity supports NSERC’s priority of 
realizing the benefits of public investments in 
research by creating productive collaborations 
between university researchers and the industrial 
receptors who are able to create value from new 
discoveries. 
Resources (2007-08) 
Planned Spending $115.0M 
| Actual Spending $181.8M 
Planned Human Resources 79 
Actual Human Resources te 


The key programs under this program activity are: 


- Collaborative Research and Development Grants ($45.1M): This program 
gives companies operating from a Canadian base access to the unique knowledge, 
expertise and educational resources available at Canadian postsecondary 
institutions and offers opportunities for mutually beneficial collaborations that 
result in industrial or economic benefits to Canada. It also facilitates world-class 
research and ensures a strong source of well-trained graduates. Funding for the 
Canadian Microelectronics Corporation ($8.6M) is included under this activity. 


- Networks of Centres of Excellence (NCEs) ($40.2M): The Networks of Centres 
of Excellence are unique partnerships among universities, industry, government 
and not-for-profit organizations aimed at turning Canadian research and 
entrepreneurial talent into economic and social benefits for all Canadians. These 
nationwide, multidisciplinary and multi-sectoral research partnerships connect 
excellent research with industrial know-how and strategic investment. They create 
a critical mass of research capacity by networking researchers and partners across 
Canada. 
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- Strategic Network Grants ($16.5M): This program funds large scale, complex 
research programs that involve multi-sectoral collaborations on a common 
research topic. The topic to be investigated can be of local concern, requiring a 
focused local network, or of regional or national importance, requiring a larger, 
more complex network. 


- Research Partnership Agreements ($4.7M): A number of initiatives has been 
established through the Research Partnership Agreements signed with several 
federal government departments and agencies. The objective of these programs is 
to build strong linkages between the private sector, researchers in universities, and 
researchers in federal institutes. 


A new program launched late in the fiscal year, Centres of Excellence for 
Commercialization & Research ($57.2M) and funding for the administration of the 
above programs rounds out the spending under this program activity. 


Specific program outcomes as well as general performance measures related to 
knowledge and technology transfer will be presented. The general outcomes presented in 
this section also result from investments made in most of NSERC’s other grants 
programs. As mentioned, it is very difficult to disentangle broad performance measures 
by NSERC program. Most of the expected results are part of the technology transfer 
process. This process can be described as the movement of ideas, tools and people from 
university professors and students supported by NSERC to the private and public sector. 
This movement leads to socio-economic benefits for Canadians as a result of NSERC 
research support. 


The Collaborative Research and Development (CRD) program is intended to give 
companies operating from a Canadian base access to the special knowledge, expertise 
and educational resources at Canadian postsecondary institutions and to offer 
opportunities for mutually beneficial collaborations that result in industrial or economic 
benefits to Canada. Bringing university professors and Canadian firms together is one of 
the first methods of stimulating technology transfer. These industrial partners also 
contribute financially to these university research projects. Because of the socio- 
economic impacts of university research, NSERC views any additional investment in 
university research as having a positive impact on the Canadian economy. A comparison 
of NSERC funding to industry contributions for the CRD program is presented in Figure 
31. Over the past decade, industrial contributions to the CRD program have outpaced 
NSERC’s investment by over 50%, demonstrating the value Canadian industries place on 
university R&D and the training of students. 
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Figure 31 
Contributions to NSERC’s Collaborative R&D Grants (CRD) Program 
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NSERC tracks the outcomes of its Collaborative Research and Development (CRD) 
program by following-up with researchers and partners. Results from the latest review of 
reports (276 CRD reports that were submitted in the fiscal years 2004/2005 and 
2005/2006) conducted in 2007 are described below: 


e Out of 276 reports, 49% of the projects reported contribution to new products or 
processes and 67% of projects reported contribution to improved products or 
processes. 


e There were 18 new licenses generated and 103 patents had been filed. Twenty 
four of those had been reviewed at the time reports were received. Start-up 
companies were created for 13 projects. 


e There were 2,531 professionals trained as a result of CRD funding. About 50% of 
the total professionals trained were either undergraduates (26%) or masters’ 
students (25%). Ph.D.s trained represented 17% of the total. 


e There are very close interactions between partners and highly qualified personnel 
(HQP) with 70% of projects reporting that HQPs presented results to partners and 
68% discussed projects directly with partners. 


e CRD reports required an overall ranking to assess the extent to which overall 
objectives of the program were achieved. The answers were rated on a scale of | 
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to 7 where | meant “not at all”, the midpoint indicated “somewhat” and 7 
indicated “to a great extent.” 74% of reports responded with scale 6 and 7 
indicating that objectives and milestones were achieved to a large extent. There 
were no responses that indicated that objectives were “not met at all”. 


e There were 557 publications that were co-authored by industrial partners. 
Recent Evaluation 


In 2007, the third evaluation in the past ten years of the Networks of Centres of 
Excellence program was conducted. The evaluation report is available at http://www.nce- 
rce.gc.ca/pubs_e.htm. Some of the key evaluation findings are presented below: 


e The evaluation supports the rationale for the continuation of the NCE Program. 


e While many of the positive outcomes of the NCE Program are shared with other 
network-related programs, it performs better than these programs in some key 
areas, such as the creation of structured networks, the establishment of 
intersectoral partnerships, and knowledge utilization — in particular, the 
commercialization of research findings. Clearly, there is an undisputed place for 
the NCE Program. 


e The NCE Program offers more opportunities to students with regard to 
publication and conferences, ethical debates and exposure to real-life practices. 
Participation in the NCE Program also leads to a better fit between the field of 
study and employment. 


e NCE networks have been successful at bringing together researchers, public 
sector and private sector representatives, and NGOs to contribute to the definition 
of key knowledge issues, the execution of research and the translation of research 
findings into actionable results. 


e Networking and collaboration programs double the amount of knowledge transfer 
activities and increase knowledge utilization significantly according to 
researchers. This finding is true for NCEs as well as other network programs. 
When compared to the average government agency, there was vastly more 
research finding utilization among NCE public sector partners in 2006 than in the 
average government agency. 
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What follows is a more general presentation of important performance measures related 
to the productive use of new knowledge. Many NSERC programs have contributed to the 
successes illustrated below. 


INVENTION DISCLOSURES, PATENTS AND LICENCES OBTAINED 


Statistics Canada conducts a survey of intellectual property (IP) commercialization in the 
university sector every one to two years. The key results from the first five surveys are 
highlighted in Figure 32. The survey data are confidential and it is therefore impossible to 
link the outcomes in the figure below to NSERC funding. However, from NSERC’s 
analysis of patents and publications, it is highly likely that the majority would be 
attributable to NSERC funding. The sizeable increases seen over the six-year period for 
most of the commercialization activities presented is a positive result. Other 
commercialization trends are presented below. 


Figure 32 
Survey of University Intellectual Property Commercialization 
Commercialization Activity 1999 2001 2003 2004 2005 
Inventions disclosed 829 1,105 1.533 1,432 1,475 
Inventions protected 509 682 597 629 744 
New patent applications 616 932 L252 1,264 1,427 
Patents issued 325 381 347 397 374 
Total patents held 1,826 MeNgs3 3,047 3,52) 3,953 
New licences 218 320 422 494 577 
Total active licences 1,109 1,338 1,756 2.022 2.216 
Royalties from licensing ($M) $18.9 $52.5 $55.5 $51.2 $55.1 
Total spin-off companies 454 680 876 968 1,028 


Source: Statistics Canada 


As shown in Figure 32, Canadian universities are seeking patent protection at an 
increasing rate. Another measure of this activity is the number of U.S. patents being 
issued to Canadian universities. As shown in Figure 33, university patent production has 
averaged more than 100 patents per year for the past decade. An analysis of the 1,403 
patents issued to Canadian universities over the past 10 years has found that 956, or 68%, 
of the patents listed an NSERC-funded professor as one of the inventors. In addition, 
start-up companies linked to NSERC have been issued 850 U.S. patents over the past 
decade. As shown in Figure 34, all NSERC-related patents combined account for 5% to 
8% of the institutional U.S. patents assigned to Canadian organizations every year. 


From NSERC’s 2007 researcher’s survey, patenting activity by the 2,590 respondents 


was considerable. Over the past five years, 360 Canadian patents and 723 U.S. patents 
were issued to NSERC-funded professors. This suggests that patent activity is more 
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prevalent than can be seen from just an analysis of patents assigned to universities (1.e., 
many patents are held/owned by the professor instead of the university). 


NSERC 


Figure 33 
Number of U.S. Patents Issued to Canadian Universities and 
NSERC-Funded Start-Up Companies 
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& University 3 NSERC-Funded 41 NSERC Start-Up Companies 


Source: U.S. Patent Office database. Includes only utility patents. 


Figure 34 
Percentage of Canadian Institutional U.S. Patents Issued to Canadian 
Universities and NSERC-Funded Start-Up Companies 
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Source: U.S. Patent Office database. Includes only utility patents. 
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Another way university research is transferred to industry is through a licence, giving the 
industrial buyer the right to commercialize the research. Commercial use of the licensed 
technology results in royalty income to the university and typically the researcher. The 
amount of licensing royalty revenues is another measure of the value of university 
research. Figure 35 presents licensing revenues for Canadian universities. Most of these 
revenues can be at least partially attributed to funding from NSERC and CIHR. The trend 
in revenue growth has generally been positive over the decade. Examples of licences 
based on NSERC-funded research are presented in Figure 36. 


Figure 35 
Canadian University Licensing Revenue 
(millions of dollars) 
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Source: NSERC estimate based on Association of University Technology Managers data 
and Statistics Canada data for 2001, 2003, 2004 and 2005. 
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Figure 36 
NSERC-Funded Innovations That Were Licensed 
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START-UP COMPANIES ESTABLISHED 


Every two years, NSERC engages in a 
detailed study to uncover firms that were NSERC Spin-off Facts: 
created based on university research. The 
start-up companies uncovered have all been 
founded on results of research funded Early-stage NSERC spin-offs: 77 
partially by NSERC. The 154 start-up 
companies featured (see Figure 37 on the 
next page) are currently in the business of TOTAL: 263 
producing goods and services for Canadian 
and international markets. Combined, these 
companies employ nearly 19,000 Canadians Annual Revenues: $3.9 Billion 
and generate more than $3.9 billion in annual 
sales/revenue. Creating innovative goods and 
services using the latest technologies, these firms make an important contribution to 
Canada's economy. In addition to the 154 firms, there are 77 early stage spin-offs with 
the potential for future growth. 


Active NSERC spin-off companies: 154 


Acquired NSERC spin-offs: 32 


Employees (active companies): 18,922 


As of July 2008, 29 of the 154 start-up companies examined are/were publicly-traded 
firms. Although the gyrations of the markets have been significant in recent years, the 
market capitalization of these 29 publicly-traded firms on July 11, 2008 was an 
impressive $11.9 billion (see Figure 38). In addition to the direct economic benefits of 
contributing to Canadian GDP and employment, longer-term potential benefits of these 
start-up companies also exist. One already mentioned is the nearly 850 U.S. patents 
issued to the start-up companies over the past 10 years. Another secondary benefit has 
been the growth of major R&D firms in the country. In 2007, five of the top 100 
Canadian R&D companies (as ranked by Research Infosource, 2007) were NSERC- 
related start-up companies with a combined R&D expenditure of $243M (see Figure 39). 
These results are important as Canada strives to increase R&D spending by Canadian 
firms. 


ECONOMIC ANALYSIS 


The highlights of a recent economic analysis of NSERC-funded start-up firms conducted 
by Torben Drewes, a professor of economics at Trent University, are shown below. 


Determining the exact return on investment (ROI) for NSERC investments in technology 
start-ups is a challenging problem. Structural models are required to capture the impacts 
of technology transfer, enterprise survivor rates, and productivity effects of R & D 
activities within the start-ups. The ROI estimates produced should only be taken as broad 
indicators. 
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Nevertheless, these estimates should produce a reasonable level of confidence that 
NSERC’s investments in new technology-based enterprises have resulted in very 
significant returns in the form of new economic activity. All assumptions have been made 
to result in a conservative bias. Assuming the combined output of the 154 enterprises 
used in the estimates remain stable or alternately increase by 10% per year and the degree 
of incrementality assigned to NSERC is only 10 percent, results in ROI figures of 2.6% 
or 12.9%. These ROI numbers are calculated against the total of NSERC expenditures 
over the past 30 years. 


The conclusion must be that the sizeable investment of taxpayer funds used to convert 


knowledge into economic value through the development of start-ups is producing 
considerable value for Canadians. 
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Figure 37: Companies Linked to NSERC-Funded Research, 1954 to 2007 


(Number of employees in Canada in 2007) 


British Columbia 


MacDonald Dettwiler and Associates Albacore Research (20) Barrodale Computing Services Advanced Integrated MicroSystems 
(1400) Phero Tech (20) (8) (Canada) (5) 

E-One Moli Energy (Canada) (430) JGKB Photonics (15) GeneMax Pharmaceuticals (8) DBMiner Technology (5) 

QLT (384) PhoeniX Technologies (15) MycoLogic (8) Credo Interactive (4) 

Westport Innovations (140) Brightside Technologies (14) SynGene Biotek (8) Prescient NeuroPharma (4) 

TIR Systems (122) Actenum (12) Process Simulations (7) Aurora Instruments (Confidential) 

Freshxtend Technologies (50) Membrane Reactor Technologies ~ Quantum Technology (6) 

NxtPhase (50) (12) Syscor Research & Development 

MIGENIX (37) Wildlife Genetics International (6) 


Forbes Medi-Tech (28) (9) 


Stantec (2548) GIRO (160) Newmerical Technologies 
Raylo Chemicals (220) Aegera Therapeutics (46) International (12) 

Wi-LAN (160) Tekna Systémes Plasma (41) Quantiscript (12) 

Biomira (106) VoiceAge (40) Microbridge Technologies (10) 
Hycal Energy Research Laboratories LTRIM Technologies (35) Nanox (10) 

(60) BioAxone Therapeutic (32) Service d’ Expertise en 
Harding Instrument Company (50) INRO Consultants (27) Matériaux (S.E.M.) (10) 
Dynastream Innovations (40) Infolytica (24) GBBC Medica (9) 
SemBioSys Genetics (40) SIMCO Technologies (17) Magistral Biotech (9) 

ITRES Research (26) Comlab (16) ENERKEM Technologies (8) 
Cell-Loc Location Technologies (12) HERA, Hydrogen Storage Systems Axiocom (6) 

Zoomage (10) (15) MXT (6) 

MBEC BioProducts (9) Advitech (14) AXIS Photonique (5) 
Chenomx (8) DiCOS Technologies (14) E.M Optimisation (5) 

Smart Camera Technologies (8) Chronogen (13) Plasmionique (5) 


Kemestrie (12) BytePress (4) 


SiXtron Advanced Materials (4) 


Newfoundland 


AQUA Bounty Canada (30) 
Guigné International (25) 
A/F Protein Canada (10) 
Northern Radar (7) 


Ocean Nutrition Canada (256) 
Focal Technologies (85) 
AMIRIX Systems (70) 
Satlantic (40) 

MathResources (12) 

Thermo Dynamics (7) 


New Brunswick . 


CARIS (125) 


Random Knowledge (7) 

AB BioPharma (5) 

Boreal Laser (5) 

CanBiocin (5) 
AgriGenomics (Confidential) 


VCom® (466) 
SED. Systems-a division of Calian (225) 
International Road Dynamics (150) 
DEL-AIR Systems (100) 
Accutrak Systems (15) 
VEMAX Management (15) 
Droycon Bioconcepts (9) 
Western Ag Innovations (5) 


Manitoba 
Quantic EMC (Confidential) 

_Interactive Visualization Systems 

(8) 


DALSA (878) Certicom (105) Dynacon (25) CVD Diamond (8) 
ZENON Environmental (850) Novator Systems (65) TurboSonic (25) : GeoTango International (8) 
MDS Sciex (500) SatCon Power Systems Engineering Seismology Datec Coating (7) 
Open Text (400) Canada (65) Group Canada (22) Qubit Systems (7) 
Platform Computing (275) Millenium Biologix (43) BIOREM Technologies (21) Sigma Analysis and Management 
Optech (210) Pressure Pipe Inspection Engineering Services (17) (7) ’ 
iAnywhere Solutions (195) Company (40) IGNIS Innovation (15) EnviroMetal Technologies (6) 
Virtek Vision International Decision Academic (33) Techné Knowledge Systems Interface Biologics (6) 
(166) Hydromantis (33) (15) Elstat (5) 
Sybase Canada (115) Performance Plants (33) Axela Biosensors (14) Simulent (5) 
Powerlasers (110) Ensyn Technologies (30) Biomedical Photometrics (12) matREGEN (4) 
Vivosonic (12) iGO Technologies (Confidential) 
BIOX (9) Maplesoft (Confidential ) 
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Figure 38 
Market Capitalization of Start-up Companies 


Market Capitalization 
July 11, June 20, July 21, June 28, June 14, July 28, July 29, August 15, June 12, 


Company 2008 2007 2006 2005 2004 2003 2002 2001 2000 


Shire BioChem Pharma $3.406M' $3.406M!' $3.406M' $3.406M!' $3.406M!  $3.406M!  $3.406M!  $3,406M —-$3,607M 
MDS Sciex $1,836 M $2,646 M $2,978 M $-M $-M $-M $-M $-M $-M 
MacDonald Dettwiler . $1,292M $1,892 M $1,617 M $1,229 M $1,038 M $903 M $727M $836 M $-M 
Stantec $1,076 M $1,669 M $434 M $563 M $472 M $341M $292 M $208 M $95 M 
Open Text $1,554M $1,171M $722 M $858 M $1,921 M $728 M $544M $638 M $845 M 
ZENON Environmental $760 M' $760 M! $760 M! $789 M $633 M $427 M $429 M $319M ~ $153M 
Westport Innovations $360 M $207 M $70 M $103 M $125M $110M $200 M $303 M $359 M 
Biomira $309 M $138M $96 M $163 M° $139M $100M $185M $460 M $674.M 
QLT $269 M $615 M $654 M $1,176 M $1,668 M $1,636 M $1,177M $2,249 M $6,152 M 
DALSA $187M $227 M $261 M $298 M $392 M $245 M $123 M $71M $49 M 
Wi-LAN $168 M $417M $62 M $35M $110M $94.M $54M $85 M $852 M 
Vecima Networks $139M $-M $-M $-M $-M $-M $-M $-M $-M 
TIR Systems $75 M! $75 M! $26 M $42M $103 M $25M $10M $6M $6 M 
AD OPT Technologies $73 M! $73 M! $73 M! $73 M! $53 M $34M $31M $36M $62 M 
Certicom $69 M $173 M $229 M $191M $134M $42 M $33M $125M $896 M 
Cell-Loc Location $39M $30M $14M $6M $9M $15M $47M $27.M $-M 
Fralex Therapeutics $36M $-M $-M $-M $-M $-M $-M $-M $-M 
Forbes Medi-Tech $35M $31M $78 M $71M $94M $52 M $14M $73 M $155M 
Migenix $24M 364M $32 M $25 M $58 M $22 M $31M $-M $-M 
SemBioSys Genetics $23M 345M $51M $57 M $-M $-M $-M $-M $-M 
Accelware $19M $-M $-M $-M $-M $-M $-M $-M $-M 
Virtek Vision International $19M $25M $35M $21 M $33 M $17M $24M $60 M $53M 
Innovatech $15M $-M $-M $-M $-M $-M $-M $-M $-M 
International Road Dynamics $15M $29 M $18M $16M $-M $-M $-M $-M $-M 
BIOREM Technologies $11M $16M $21M $2M $-M $-M $-M $-M $-M 
Biosyntech $11M $-M $-M $-M $-M $-M $-M $-M $-M 
Enwave $10M $-M $-M $-M $-M $-M $-M $-M $-M 
Prescient NeuroPharma $9M $1SM $1M $1M $1M $4M $7M $-M $-M | 
TurboSonic $8 M $18M $20 M $8 M $4M $6 M $3 M $-M $-M 
Advitech $4M $6M $4M $1M $-M $-M $-M $-M $-M 
FreshXtend Technologies $2M $5M $8 M $4M $-M $-M $-M $-M $-M 
GeneMax Pharmaceuticals $-M $2M $2M $2M $13 M $33 M $21M $-M $-M 
Newmerical Technologies $-M $2M $2 M $2M $9M $4M $-M $-M $-M 
SatCon Power Systems $-M $51M $106 M $59 M $92 M $17M $-M $-M $-M 
TapImmune $-M $-M $-M $-M $-M $-M $-M $-M $-M 
Welichem Biotech $-M -M $-M $-M $-M $-M $-M $-M $-M 
Innova LifeSciences $-M $-M $-M $-M $38 M $40 M $35M $18M $21M 
Lumenon Lightwave Technologies $-M $-M $-M $-M $-M $2M $6M $-M $-M 
Kipp & Zonen $-M $-M $-M $-M $-M $2 M $2M $-M $-M 
Magistral Biotech $-M $-M $-M $5 M $-M $-M $-M $-M $-M 
Millenium Biologix $-M $-M $10M $48 M $-M $-M $-M $-M $-M 
Nexia Biotechnologies $-M $-M $-M $4M $40 M $20 M $66 M $158 M $-M 
Polyphalt $-M $-M $-M $-M $-M $2M $9M $13M $-M 
Total $11,853 M $13,808M  $11,790M $9,258M $10,585 M $8,327 M $7,476 M $9,091 M $14,470M 


1. Market capitalization at time of buyout. 
Source: Globe and Mail 


Figure 39 
R&D Spending of Top Start-Up Companies Linked to NSERC 


R&D Expenditure 
NSERC Funded Start-Up Company Rank (millions of dollars) 
Open Text Corporation 37 $67.1 
QLT Inc. 38 $64.0 
MacDonald Dettwiler & Associates 54 $44.5 
DALSA Corporation 58 $41.9 
Westport Innovations 74 $25.6 


Source: Research Infosource, Canada’s Top 100 Corporate R&D Spenders List 2007 
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NEW AND IMPROVED PRODUCTS AND PROCESSES INTRODUCED TO MARKET 


NSERC-funded researchers have created or developed many new products and processes, 
the value of which is difficult to estimate. Respondents to NSERC’s 2007 researcher 
survey, previously mentioned, indicated significant involvement in the development of 
new goods or services (see Figure 40). Also as part of a past evaluation of NSERC’s 
largest program, the Discovery Grants program, over 20% of the 3,032 respondents who 
held a grant indicated a major contribution to the development of new or improved 
products or processes. By way of example, Figures 41 to 44 list a sample of some of the 
new products or processes developed by NSERC-funded professors in the information 
technology, energy, environment, and health sectors, respectively. 


Figure 40 
NSERC-Funded Professors’ Knowledge Transfer Activities 
Over Past 5 Years 


B Others Commercilaized My 
Research 


O Contributed to New/Improved 
Product or Service 


O Resulted in New Gov't 
Policy/Standard 


Attempted to create spin-off 
company 


Sometimes Often or Very Often 


Frequency 


Source: NSERC researcher survey 2007. 
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Figure 41 


Information Technology Innovations Funded by NSERC 


Prototype for 
new magnet 


Developed a prototype for magnetic materials that could 
be used to make slid thin magnetic computer 


University of Dr. Robin Hicks 


Victoria 


‘Developed 
music 
composition 
software 


‘Dr. Katchabaw’s team ee the Algouuane Music 
Evolution engine, AMEE. The program allows users to 
import their own musical creations and even control the 
: emotional content of the music. The researchers will 

| further develop AMEE and present it to companies 

_ needing music for everything from cell phones to 


| ‘University of | Dr. Mike 
Western Ontario | Katchabaw 


Eyebox monitors eve Toy enone in real time from up to 
10 metres away so advertisers can track how many people 
look at their billboards and screens. 


pe ee 

/ Queen’s 

| . . 
University 

| 


Vertegaal 


Wireless 
biosensors 


Developed 
software to 
catch cheaters 


Dr. Bozena 
Kaminska 


Simon Fraser — 
University 


Dr. Kaminska developed disposable, wearable, wireless 
biosensors to be used as diagnostic and monitoring tools. 
The biosensors incorporate mixed-technology electronics 
developed in Kaminska’s CiBER lab. CiBER is working 
with Nokia to develop a system for transmitting the data 
to cell phones that would send warning and emergency 
messages to care providers. 

Dr. George Dr. Wesolowsky developed a software program designed 
| Wesolowsky _ to disclose who has cheated on a test. The program, 

| called Scheck, uses statistical methods to detect cheating 
on muliple choice tests by looking at the patterns of 


| McMaster 
| University 


Invented a 
device that 


_while you walk 


_ Simon Fraser 


generates power | 


| Donelan’s team uae a device that generates enough 
_ University | . | power to run 10 cell phones or a couple of small 
; | computers — while you walk. 


First execution 
of a quantum 
calculation _ 


“University of 
_ Foronto 


“Dr. Daniel James 


a DE James was part of the international team that made 
| the calculation. The calculation represents a major step 
towards building the first quantum computers. 


| 
| 
| 

ete ae 
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Figure 42 


Energy Technology Innovations Funded by NSERC 


| Columbia | Douglas Bonn 
in the air above the rails, eliminating friction from 

2 aes et | ATA Se : ___| moving parts. 

Storing University of , | Dr. David _ | Dr. Antonelli discovered that using silica (a component 


A solar hot- Queen’s _ Dr. Stephen | Dr. Harrison developed a solar panel with a mechanism 
water heating | University Harrison | that prevents overheating. He also created a passive back- 
system | { flushing thermal system. Both inventions are part of a hot 
Stone; | a ; |_water system sold in North America by EnerWorks. 
Created a better | Université de Dr. Benoit | The new solar cell is flexible, inexpensive to 
solar cell Québec a _ Marsan manufacture, transparent and very versatile. While the 
. Montréal | idea is not new, the process and materials used are 
innovative. Marsan’s team hopes to bring the cell to 
| market within the next three years — not just for use in 
oo | buildings, but also in cars, and maybe even on clothing. . 
Superconductor | University of Dr. Louis | Using uniquely pure crystals, the research team detected 
breakthrough | Sherbrooke and | Taillefer, Dr. | an elusive signature of electrons within a high- 
| University of | | Nicolas Doiron- | temperature superconductor. One of the most promising 
| British | Leyraud and Dr. | applications for the discovery is in magnetic levitation 
| | trains. The force of powerful magnets suspends the trains 
| 


| 


| 

hydrogen safely | Windsor | Antonelli _ found in glass) and titanium oxide helps store large 
ge a aie din Seite aim Dee ni i | qQuanithes et ny drogen eaiciye Heat! bt 
Discovered a | University of =~ Dr. Andrea | Dr. Bianchi headed the team that found the new 
new | Montreal | Bianchi _ superconductor — made of cobalt, indium and a rare earth 
superconductor | that lets electricity flow freely, without loss of energy, 
‘S | when cooled to just a few degrees above absolute zero. 
New way to trap | University of Dr. George At the moment, gas storage can pose safety risks as it 
gases in Calgary Shimizu | needs to be kept at very high pressures. The research 
molecule-sized team developed a crystal structure that can store gas 
tanks molecules indefinitely without the need for pressure. 

| They use ‘molecular nanovalves’ — and the system has 


_ the added bonus that gas can also be released easily. 
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Figure 43 
Environment Innovations Funded by NSERC 


What Where Who ssié‘«CWWhy” 
Wind tracking | University of | Dr. Wayne 


| Dr. Hocking leads an Ontario-Quebec research 


radar Western | Hocking | team that uses a specialized radar to track wind 
_ Ontario | | speed and directions. The team’s first findings have 
| _ shown large streams of ozone leaking from the 
stratosphere to almost ground level where it 
Di EO co IN sateen bebe O33 ie ie | ams tons 10 simon ST Ye Tel 
Fish harmed Mount Allison _ Dr. Suzanne _ Dr. Currie found that 4-nonylphenol (4-NP) 
by common University Currie _ disrupts the sense of smell in fish leading them to 
chemical | _ avoid each other instead of gathering in schools. 
| The chemical is found in industrial detergents, 
es fe ase as _sewage treatment and agricultural pesticides. 
New technique | Carleton | Dr. Matthew | This patented technique uses mathematical models 
to measure | University | Johnson _ and instruments to measure methane leaks in 
greenhouse | | | pipeline and gas flares at oil wells. The team 
gases _ discovered that emissions from gas flares and 
| _ venting have been reduced by 42 per cent from 
Developed safe | Queen’s | Dr. Stan Brown | Brown’s team found a new method for rapidly and 
“green” | University | safely destroying toxic agents such as chemical 
decontaminatio _ weapons and pesticides. 
n method for | 
chemical 
warfare agents 
BU DeROGeN OS eae US miss I ee a eI 
Found new | University of | Dr. Mark | Servos’ team found painkillers such as ibuprofen, 
evidence drugs | Waterloo _ Servos _ cholesterol-lowering drugs and the common 
getting into | . | household antibacterial agent triclosan in treated 
drinking water | | drinking water from 15 plants in the Burlington, 
| Ontario region. Amounts are tiny, but researchers 
| | | don’t know the human health effects of long-term 
| _exposure, even to small amounts. 
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Figure 44 
Health Innovations Funded by NSERC 


A new and McMaster | Dr. Suzanna Invented the NeuroCompensator, a chip which 
improved _ University | Becker and Dr. | trains hearing aids to hear sounds that damaged 
hearing aid | lan Bruce parts of the ear can’t pick up. The patented 
/ _ technology has attracted interest from Cayce 
aN Mi ow Alek eas ts ea Lethe NMedicaly 7) 2. 2 9" eee 
Improved [ University of Dr. Jed | Along with graduate student Yong Zeng, Dr. 
design of | Alberta Harrison Harrison improved upon an older model of 
nano-scale molecular sieve. The new sieves cost much less to 
sieve _ make and can be re-used 10 times. The sieve has 
. potential applications in biomedical research — 
allowing researchers to separate viruses from fluid 
rane sa aid or tissue samples. _ ; re 

New device | University of | Dr. Gordon Created a new device that identifies prions, the root 
to detect ' Guelph _Haywardand __ of scrapie, a fatal degenerative disease that affects 
scrapie | | Dr. Warren | the nervous systems of sheep. The researchers say 

| Stiver | the instrument could also be used for other 

| | degenerative diseases in the same family as scrapie, 

| such as bovine spongiform encephalopathy, BSE, in 

Pe eS ee Greed __| cattle, and Creutzfeldt-Jakob disease in humans. 
Technique to Dalhousie | Dr. Geoffrey | Developed a more sensitive and reliable asthma 
diagnose | University Maksym ' diagnostic technique that measures the spasm in the 
asthma in | | smooth muscle which lines the airways. 
children _ rc ie 
Laser- | Queen’s | Dr. Albert _ Developed a technique involving a laser and 
enhanced | University | Stolow and | microscope in order to view cell parts without using 
microscope | | Adrian | traditional dyes which can be toxic and alter the 
allows better | | Pegoraro | cellular environment. 
views of cells he pela w aI | : siti - 
Armrest that | University of "Dr. Michele _ The armrest works by reducing muscle activities in 
reduces . Guelph Oliver | the neck which helps prevent repetitive strain 
repetitive | _ injuries. The device was originally designed for 
strain | | machinery operators, but can be used on any chair. 
injuries | | | 
Playbot, a | York University | Dr. John | Created a motorized robotic wheelchair for 
child’s | Tsotsos | children. The chair has a robotic arm, a camera and 
robotic | | | a communications panel. 
wheelchair | | 
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2.3.2 SUPPORT COMMERCIALIZATION 


An overview of the “support commercialization” program activity is presented below: 


Description Expected Results 
This program activity supports innovation and | The transfer of knowledge and technology from 
promotes the transfer of knowledge and Canadian universities and colleges to the user sector 


technology to Canadian companies by supporting is facilitated. 
technology transfer activities at Canadian 
universities. 


Resources (2007-08) [ Clients Supported (2007-08) 
Planned Spending $15.2M .Professors | 105 
Actual Spending $10.7M ~ | Undergraduate Students | 28 
Planned Human Resources 6 Master’s/Doctoral Students | 42 
Actual Human Resources 12 ‘| Postdoctoral Fellows | 1S 


The key programs under this program activity are: 


- Intellectual Property Mobilization (IPM) Program ($3.6M): Developed by 
NSERC in 1995, this program is now funded by NSERC, SSHRC and CIHR. The 
objective of this program is to accelerate the transfer of knowledge and 
technology residing in Canadian universities and hospitals for the benefit of 
Canada. The IPM program provides funding in partnership with universities and 
hospitals to support activities related to managing and transferring intellectual 
property resulting from publicly funded research performed at universities. 


Idea to Innovation (121) Program ($5.5M): [2I accelerates the pre-competitive 
development of promising technologies and promotes its transfer to Canadian 
companies. The program supports R&D projects with recognized technology- 
transfer potential by providing crucial assistance to university researchers in the 
early stages of technology validation and market connection. 


Funding for the College and Community Innovation Program ($0.3M) and for the 
administration of the above programs rounds out the spending under this program 
activity. 


As presented in Figure 32, university technology transfer offices are handling an ever- 
increasing load of intellectual property management. 


In 2007-08 an evaluation of the IPM program was conducted, with the key findings 
summarized below: - 


e IPM has assisted institutions to develop the skills of university staff by providing 
funding for professional development initiatives. The most significant initiative 
has been regional internship training programs, which offer the following 
benefits: a relatively standardized approach to developing interns into technology 
transfer professionals; an effective mechanism for attracting qualified candidates; 
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and a way to reduce hiring risks by allowing them to evaluate the potential of a 
candidate over many months at low cost, without the obligation to hire them. 


e Evidence gathered by the evaluation, in conjunction with data from Statistics 
Canada (see Figure 32), confirms that the rate at which technology is being 
transferred from universities and hospitals has increased dramatically in the last 
decade. 


The Idea to Innovation program has been active since 2003. The program attracts 
between 80-120 Phase I proposals each year, while fewer Phase II proposals are received 
(6-12 per year). 


As part of the program management, NSERC receives annual reports on the progress in 
the projects. A recent study by NSERC staff followed up on Phase I proposals that were 
funded, to better understand the issues leading to the low level of follow-on Phase II 
projects. This study of 74 grants identified that: 


12) 
oO 


oO 
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19% of the phase I projects were moving to Phase II 
15% of the Phase I projects demonstrated that the technology was not feasible, 


For 8% of the grants, the technology was transferred without the need for 
further funding 


30% of the teams were working with the partner to transfer the technology 
26% of the projects were looking for a partner. 
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Section 3 — Supplementary Information 


3.1 Departmental Links to Government of Canada Outcomes 


NSERC investments contribute significantly to many of the Government of Canada’s 
strategic outcomes. All of the NSERC-funded outcomes presented in Section 2 are linked 
to the Government of Canada outcome: an innovative and knowledge-based economy. 
Because NSERC funds research and training leading to a wide-range of economic and 
societal impacts in virtually every sector, many of NSERC’s long-term outcomes are also 
directly linked to other important Government of Canada outcomes, such as strong 
economic growth, income security and employment for Canadians, a clean and healthy 
environment, healthy Canadians with access to quality health care, and safe and secure 
communities. It would be a significant challenge to develop performance measures and 
an attribution methodology for all of these outcomes. For the reason of simplicity, the 
“innovative and knowledge based economy” outcome is by far the most appropriate 
single outcome relationship for NSERC to use. 


Table | presents 2007-08 expenditures by strategic outcome and program activity. 
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Table 1 
Departmental Links to Government of Canada Outcomes 


Strategic Outcome #1: People : 
Highly skilled science and engineering research professionals in Canada 
1.1 Promote Science and Engineering 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


1.2 Support Students and Fellows 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


1.3 Attract and Retain Faculty 
Main Estimates : 
Planned Spending 
Total Authorities 
Actual Spending 


Strategic Outcome #2: Discovery 
High quality Canadian-based competitive research in the NSE 
2.1 Fund Basic Research 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


2.2 Fund Research in Strategic Areas 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


Strategic Outcome #3: Innovation 
Productive use of new knowledge in the NSE in Canada 
3.1 Fund University-Industry-Government Partnerships 
Main Estimates 
Planned Spending 
_ Total Authorities 
Actual Spending 


3.2 Support Commercialization 
Main Estimates | 
Planned Spending 
Total Authorities 
Actual Spending 
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3.2 Financial Tables 


An agency overview of financial information for the year 2007-08 is provided below. In 
addition, Tables 2 to 4 present the financial information required from NSERC for the 
Departmental Performance Report. The agency’s audited financial statements can be 
found in Appendix A. 


Table 2 offers a comparison of the main estimates, planned spending, total authorities, 
and actual spending for the most recently completed fiscal year, as well as historical 
figures for actual spending. Planned spending is established in the Report on Plans and 
Priorities which was completed in March 2007. NSERC’s actual spending was $112.7 
million above planned levels. The variance is mainly due to a budget increase of $37 
million and the creation of a new program: the Centres of Excellence for 
Commercialization & Research ($57.2 million). 


Table 2: Comparison of Planned to Actual Spending (including FTEs) 


2007-2008 
2005-2006 2006-2007 Main Planned Total 
($ millions) Actual Actual Estimates Spending Authorities Actual 


1.1 Promote Science and Engineering $3.8 $4.4 
1.2 Support Students and Fellows $127.7 $137.9 
1.3 Attract and Retain Faculty $128.7 $148.0 
2.1 Fund Basic Research $417.7 $454.3 
2.2 Fund Research in Strategic Areas $56.0 $75.4 


3.1 Fund University-Industry-Gov't Partnerships $110.5 $181.8 
3.2 Support Commercialization $15.0 : $10.7 
Total $859.4 « $1,012.5 


Less: Non_respendable revenue -$1.1 -$1.0 
Plus: Cost of services received without charge $5.0 : ‘ $5.6 
Total Departmental Spending $863.3 $1,017.1 


Full-time Equivalents 300 327 


Table 3 provides information on voted and statutory items while Table 4 presents transfer 
payment program financial data. 


Table 3: Voted and Statutory Items 
($ millions) 


Vote or Statutory 2007-2008 
Item Truncated Vote or Statutory Wording | Main Estimates | Planned Spending | Total Authorities | Actual | 


Operating expenditures $41.8 $39.0 


Grants and contributions $969.7 $969.6 
Contributions to employee benefit plans $3.9 $3.9 
Total $1,015.4 $1,012.5 
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Table 4: Transfer Payment Programs 


1.1 Promote Science and Engineering 
1.2 Support Students and Fellows 

1.3 Attract and Retain Faculty 

2.1 Fund Basic Research 

2.2 Fund Research in Strategic Areas 


3.1 Fund University-Industry-Government Partnerships 
3.2 Support Commercialization 
Total Grants : 


Contibutions : 


Other Transfer Payments : 


Total Grants, Contributions and Other Transfer Payments : 
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Spending 
2006-07 


Planned 
Spending 
2007-08 
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Appendix A — Audited Financial Statements 


For the year ended March 31, 2008 


NSERC 


Auditor General of Canada 
Vérificatrice générale du Canada 


AUDITOR’S REPORT 


To the Natural Sciences and Engineering Research Council 
and the Minister of Industry 


| have audited the statement of financial position of the Natural Sciences and Engineering 
Research Council as at March 31, 2008 and the statements of operations, equity of Canada 
and cash flow for the year then ended. These financial statements are the responsibility of the 
Council’s management. My responsibility is to express an opinion on these financial 
siatements based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. 
Those standards require that | plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement 
presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial 
position of the Council as at March 31, 2008 and the results of its operations and its cash flows 
for the year then ended in accordance with Canadian generally accepted accounting principles. 


eee 


Nancy Y. Cheng, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 23, 2008 
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STATEMENT OF MANAGEMENT RESPONSIBILITY 


Responsibility for the integrity and objectivity of the accompanying financial statements for the 
year ended March 31, 2008 and all information contained in these statements rests with the 
management of the Natural Sciences and Engineering Research Council. These financial 
statements have been prepared by management in accordance with Treasury Board accounting 
policies which are consistent with Canadian generally accepted accounting principles for the 
public sector, and year-end instructions issued by the Office of the Comptroller General. 


Management is responsible for the integrity and objectivity of the information in these financial 
statements. Some of the information in the financial statements is based on management’s best 
estimates and judgment and gives due consideration to materiality. To fulfil these accounting 
and reporting -responsibilities, management maintains a set of accounts which provides a 
centralized record of the Council's financial transactions. Financial information submitted to the 
Public Accounts of Canada and included in the Council’s Departmental Performance Report is 
consistent with these financial statements. 


Management maintains a system of financial management and internal control designed to 
provide reasonable assurance that financial information is reliable, that assets are safeguarded 
and that transactions are in accordance with the Financial Administration Act, are executed in 
accordance with prescribed regulations, within Parliamentary authorities and are properly 
recorded to maintain accountability of Government funds. Management also seeks to ensure the 
objectivity and integrity of data in its financial statements by the careful selection, training and 
development of qualified staff, by organizational arrangements that provide appropriate divisions 
of responsibility, and by communication programs aimed at ensuring that regulations, policies, 
standards and managerial authorities are understood throughout the Council. 


ue 
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The financial statements of the Council have been audited by the Auditor General of Canada. 
Approved by: 


Sty ee 


Dr. Suzanne Fortier 
President 


Michel Cavallin 
Vice-President 
Common Administrative Services Directorate 
(Senior Financial Officer) 


May 23, 2008 
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NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 
STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31 
(thousands of dollars) 


eit eg Sieh aioe 
EXPENSES (Note 4) 
Fund Basic Research 456,779 442,472 
Fund University-Industry-Government Partnerships 182,576 112,935 
Attract and Retain Faculty 148,359 145,290 
Support Students and Fellows 138,715 128,615 
Fund Research in Strategic Areas 75,822 53,456 
Support Commercialization 10,801 12,034 
Promote Science and Engineering 4,383 3,999 
Total Expenses 1,017,435 898,801 
REVENUES 
Fund Basic Research 4 Zz 
Total Revenues 4 2 
Net cost of operations 1,017,431 898,799 


The accompanying notes form an integral part of these financial statements. 
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NSERC 


NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 


STATEMENT OF FINANCIAL POSITION 


AS AT MARCH 31 


(thousands of dollars) 


“ASSETS 


Financial assets 
Due from the Consolidated Revenue Fund 
Accounts receivable (Note 5) 
Advances 
Total Financial Assets 


Non-financial assets 
Prepaid expenses 
Tangible capital assets (Note 6) 
Total Non-Financial Assets 


TOTAL 

LIABILITIES 
Accounts payable and accrued liabilities (Note 7) 
Vacation pay and compensatory leave 


Employee severance benefits (Note 8b) 
Total Liabilities 


EQUITY OF CANADA 


TOTAL 


Contractual obligations (Note 9) 


2008 


5,056 
1,506 
4,735 

11,297 


598 


11,895 


The accompanying notes form an integral part of these financial statements. 


2007 


3,190 
3,058 

23M 
6,585 


250 
6,109 
6,359 


12,944 


5,228 
1,456 
4,496 


11,130 


1,764 


12,944 
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NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31 


(thousands of dollars) 
2008 2007 
EQUITY OF CANADA 

Equity of Canada, beginning of year 1,764 783 
Net cost of operations (1,017,431) (898,799) 
Net cash provided by Government (Note 3c) 1,010,826 894,367 
Change in due from the Consolidated Revenue Fund (127) 21 
Services provided without charge from other government 

departments (Note 10a) 5,566 5,392 
Equity of Canada, end of year 598 1,764 


The accompanying notes form an integral part of these financial statements. 
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NSERC 


NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 


STATEMENT OF CASH FLOW 
FOR THE YEAR ENDED MARCH 31 
(thousands of dollars) 
2008 
OPERATING ACTIVITIES 
Net cost of operations 1,017,431 
Non-cash items included in net cost of operations: ; 
Amortization of tangible capital assets (Note 6) (1,933) 
Services provided without charge from 
other government departments (Note 10a) (5,566) 
Loss on disposals of tangible capital assets (3) 
Variations in Statement of Financial Position 
(Decrease) increase in accounts receivable (432) 
Increase (decrease) in advances 
(Decrease) increase in prepaid expenses (29) 
Decrease (increase) in accounts payable and accrued liabilities 172 
Increase in vacation pay and compensatory leave (50) 
Decrease in other liabilities - 
Increase in employee severance benefits (239) 
Cash used by operating activities 1,009,373 
CAPITAL ACTIVITIES 
Acquisitions of tangible capital assets 1,453 
Cash used by capital activities 1,453 
FINANCING ACTIVITIES 
Net cash provided by Government (1,010,826) 


The accompanying notes form an integral part of these financial statements. 


2007 
898,799 
(2,208) 


(5,392) 
(6) 


891,779 


2,588 


2,588 


—_ (894,367) 
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NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 


NOTES TO THE FINANCIAL STATEMENTS 


1. Authority and objective 


The Natural Sciences and Engineering Research Council (NSERC) was established in 1978 
by the Natural Sciences and Engineering Research Council Act, and is a departmental 
corporation named in Schedule II to the Financial Administration Act. Its objective is to 
promote discovery and innovation and support both research and the provision of highly 
qualified personnel in the natural sciences and engineering. The Council delivers its 
objective under seven program activities: 


a) Fund Basic Research: Invest in discovery through grants focusing on basic research 
activities. 


b) Attract and Retain Faculty: Aim to attract and retain faculty. 


c) Support Students and Fellows: Support training of highly qualified personnel through 
scholarship and fellowship programs. 


d) Fund University-Industry-Government Partnerships: Foster collaborations between 
university researchers and other sectors, including government and industry, in order to 


develop new knowledge and expertise, and to transfer this knowledge and expertise to 
Canadian-based organizations. 


e) Fund Research in Strategic Areas: Fund project research of national importance and in 
emerging areas that are of potential significance to Canada. 


f) Support Commercialization: Support innovation and promote the transfer of knowledge 
; and technology to Canadian companies. 


g) Promote Science and Engineering: Encourage popular interest in science, math and 


engineering and aim to develop science, math and engineering abilities in Canadian 
youth. 


The Council’s grants, scholarships, and operating expenditures are funded by budgetary 
lapsing authorities. Employee benefits are funded by statutory authorities. 


2. Summary of significant accounting policies 
The financial statements have been prepared in accordance with Treasury Board accounting 
policies which are consistent with Canadian generally accepted accounting principles for the 


public sector, and year-end instructions issued by the Office of the Comptroller General. 
The most significant accounting policies are as follows: 
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(a) Parliamentary appropriations 


The Government of Canada finances the Council through Parliamentary appropriations. 
Appropriations provided to the Council do not parallel financial reporting according to 
generally accepted accounting principles since they are based in large part on cash flow 
requirements. Consequently, items recognized in the Statement of Operations and the 
Statement of Financial Position are not necessarily the same as those provided through 
appropriations from Parliament. Note 3 provides information regarding the source and 


disposition of these authorities and a high-level reconciliation between the basis of 
reporting. 


(b) Net cash provided by Government 


The Council operates within the Consolidated Revenue Fund (CRF). The CRF is 
administered by the Receiver General for Canada. Al! cash received by the Council is 
deposited to the CRF and all cash disbursements made by the Council are paid from the 
CRF. The net cash provided by Government is the difference between all cash receipts 


and all cash disbursements, including transactions with departments of the federal 
government. 


(c) Due from the Consolidated Revenue Fund 


Due from the Consolidated Revenue Fund represents the amount of cash that the Council 


is entitled to draw from the CRF, without further appropriations, in order to discharge its 
liabilities. 


(d) Revenues 


Revenues consist of interest on overdue accounts receivable and are accounted for as 
eared. 


(e) Expenses 
Expenses are recorded on the accrual basis: 


e Grants and scholarships are recognized in the year in which the entitlement of the 
recipient has been established, when the recipient has met the eligibility criteria, the 


commitment has been approved, and the payment is due before the end of the fiscal 
year. 


Vacation pay and compensatory leave are expensed as the benefits accrue to 
employees under their respective terms of employment. 


Services provided without charge by other government departments and agencies are 
recorded as operating expenses at their estimated cost. 
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(f) Employee future benefits 


e Pension benefits: Eligible employees participate in the Public Service Pension Plan, a 
multi employer plan administered by the Government of Canada. The Council's 
contributions to the Plan are charged to expenses in the year incurred and represent 
the total Council’s obligation to the Plan. Current legislation does not require the 
Council to make contributions for any actuarial deficiencies of the Plan. 


e Severance benefits: Employees are entitled to severance benefits under labour 
contracts or conditions of employment. These benefits are accrued as employees 
render the services necessary to earn them. The obligation relating to the benefits 
earned by employees is calculated using information derived from the results of the 


actuarially determined liability for employee severance benefits for the Government 
as a whole. 


(g) Accounts receivable 


Accounts receivable are stated at amounts expected to be ultimately realized. A 


provision is made for receivables from external parties where the recovery is considered 
uncertain. 


(h) Tangible capital assets 


All tangible capital assets and leasehold improvements with an acquisition cost of $2,500 
or more are capitalized at cost as well as the standard furniture, equipment and desktop 
personal computer assigned to each employee due to the material number of such items. 
Tangible capital assets are amortized over their estimated useful life on a straight-line 
basis as follows: 


Asset class Amortization period 
Informatics equipment including standard- 

software issued on desktop computers 3 years 
Purchased network software and in-house 

developed software 5 years 
Other equipment 5 years 
Furniture 7 years 
Leasehold improvements Lesser of their useful life or 


the term of the lease 


(i) Measurement uncertainty 


The preparation of financial statements in accordance with Treasury Board accounting 
policies which are consistent with Canadian generally accepted accounting principles for 
the public sector, and year end instructions issued by the Office of the Comptroller 
General requires management to make estimates and assumptions that affect the reported 
amounts of assets, liabilities, revenues and expenses reported in the financial statements. 
At the time of preparation of these statements, management believes the estimates and 
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assumptions to be reasonable. The allowance for employee severance benefits and the 
estimated useful lives of capital assets are the most significant items where estimates are 
used. Actual results could differ significantly from those estimated. Management’s 
estimates are reviewed periodically and, as adjustments become necessary, they are 


recorded in the financial statements in the year they become known. 


3. Parliamentary appropriations 


The operations of the Council are funded through annual Parliamentary appropriations. Items 
recognized in the Statement of Operations and the Statement of Financial Position in one year may 
be funded through Parliamentary appropriations in prior, current or future years. Accordingly, the 
Council has different net results of operations for the year on a government funding basis than on 


an accrual accounting basis. The differences are reconciled in the following tables: 


(a) Reconciliation of net cost of operations to current year appropriations used 


2008 2007 
(thousands of dollars) 
Net cost of operations 1,017,431 898,799 
Adjustments for items affecting net cost of operations but not 
affecting appropriations: 
Add (less): 
Interest on overdue accounts receivable 4 2 
Refunds of previous years’ expenses 1035 1,604 
Amortization of tangible capital assets (1,933) (2,208) 
Vacation pay and compensatory leave (50) (102) 
Services provided without charge by other Government 
Departments and agencies (5,566) (5,392) 
Employee severance benefits (239) (187) 
Other adjustments Boe 135 
Adjustments for items not affecting net cost of operations but 
affecting appropriations: 
Add (less): 
Acquisitions of tangible capital assets 1453 2,588 
Prepaid expenses (29) 183 
CURRENT YEAR APPROPRIATIONS USED 1,012,458 895,422 
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(b) Appropriations provided and used 


2008 2007 
(thousands of dollars) 


GRANTS AND SCHOLARSHIPS 


Vote 75 969,768 861,154 

Less: Lapse/Frozen allotment (190) __6,956) 

Grants and scholarships expenditures 969,578 855,198 
OPERATING EXPENDITURES 

Vote 70 41,799 38,873 

Less: Operating Lapse (2187) eeee ree (2.925) 

Operating expenditures 39,012 36,548 

Statutory contributions to employee benefit plans 3,868 3,676 

CURRENT YEAR APPROPRIATIONS USED a) 1,012,458 895,422 


(c) Reconciliation of net cash provided by Government to current year appropriations 


used 
2008 2007 
(thousands of dollars) 

NET CASH PROVIDED BY GOVERNMENT 1,010,826 894,367 
Refund of previous years’ expenses 1,035 1,604 
Variation in accounts receivable 432 (1,915) 
Variation in advances (22) 3 
Variation in accounts payable and accrued liabilities (172) 1,374 
Variation in other liabilities - (154) 
Other adjustments 359 143 

CURRENT YEAR APPROPRIATIONS USED 1,012,458 895,422 
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4. Expenses 


The following table presents details of expenses by category: 


Grants and scholarships 


Fund Basic Research 


Fund University-Industry-Government Partnerships 


Attract and Retain Faculty 
Support Students and Fellows 
Fund Research in Strategic Areas 
Support Commercialization 
Promote Science and Engineering 


Operations 


Salaries and employee benefits 
Professional and special services 
Transportation and communications 
Accommodations and rentals 
Amortization of tangible capital assets 
Information 

Utilities, materials and supplies 
Repair and maintenance 


Loss on disposals of tangible capital assets 


Total Expenses 


2008 2007 

(thousands of dollars) 
435,264 421,524 
ys peapst 104,169 
145,353 142,433 
131,410 121,678 
71,360 49,298 
9272 10,647 
4,150 3,774 
569,080 853,523 
29,345 28,031 
6,427 4,816 
4,443 4,097 
4,113 4,071 
1,933 2,209 
1,191 1,235 
533 587 
367 226 
3 6 
48,355 45,278 
_1,017,435 898,801 
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5. Accounts receivable 


2008 2007 
(thousands of dollars) 
Other federal government departments and agencies 1,974 2,023 
External parties 688 1,071 
Less: Allowance for doubtful accounts (36) (36) 
Total 2,626 3,058 


6. Tangible capital assets 


(thousands of dollars) 


Cost | ~~ Accumulated amortization Net book value | 


Acqui- Disposals _— Closing Opening Amort- Disposals Closing | 2008 2007 
Capital asset sitions andwrite- — balance balance ization and write- balance 
class i offs offs 


| Informatics | * 530 4,298 2,897 709 3,340 
| Software | 104 5,760 3,394 731 4,125 


Other 243 259 237 
equipment 

| Furniture | 3,779 | 1,879 2,124 
Leasehold 
improvements 2,285 688 


_ 15,226 1,453 _ 16,365 | 


Amortization expense for the year ended March 31, 2008 is $1,933 ($2,208 in 2007). 


7. Accounts payable and accrued liabilities 


2008 2007 
(thousands of dollars) 
External parties 4,150 3,931 
Other federal government departments and agencies 906 L207 
Total 5,056 5,228 


8. Employee benefits 


Employees of the Council are entitled to specific benefits on or after termination or 
retirement, as provided for under various collective agreements or conditions of employment. 
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(a) Pension benefits 


The Council’s employees participate in the Public Service Pension Plan, which is 
sponsored and administered by the Government of Canada. Pension benefits accrue up to 
a maximum period of 35 years at a rate of 2 percent per year of pensionable service, 
times the average of the best five consecutive years of earnings. The benefits are 
integrated with Canada/Québec Pension Plans benefits and they are indexed to inflation. 


Both the employees and the Council contribute to the cost of the Plan. The 2007-08 
expense amounts to $2,820,004 ($2,709,311 in 2007-08), which represents approximately 
2.1 times the contributions by employees. 


The Council's responsibility with regard to the Plan is limited to its contributions. 
Actuarial surpluses or deficiencies are recognized in the financial statements of the 
Government of Canada, as the Plan's sponsor. 


(b) Severance benefits 


The Council provides severance benefits to its employees based on eligibility, years of 
service and final salary. These severance benefits are not pre-funded. Benefits will be 
paid from future appropriations. Information about the severance benefits, measured as 
at March 31, is as follows: 


2008 2007 
(thousands of dollars) 
Accrued benefit obligation, beginning of year 4,496 4,309 
Expense for the year 389 376 
Benefits paid during the year (150) (189) 
Accrued benefit obligation, end of year nat 4,735 4,496 


9. Contractual obligations 


Payments of grants and scholarships extending in future years are subject to the provision of 
funds by Parliament. As of March 31, 2008, the commitments for future years’ awards are 
payable as follows: 


(thousands of dollars) 


2008-2009 837,546 
2009-2010 543,463 
2010-2011 346,582 
2011-2012 210,677 
2012-2013 and subsequent years 132319 
Total 2,070,587 
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In addition, the nature of the Council’s operating activities can result in some large multi- 
year contracts and obligations whereby the Council will be committed to make future 
payments when the services or goods are rendered: Significant contractual obligations that 
can reasonably be estimated are summarized as follows: 


(thousands of dollars) 


2008-2009 155 
2009-2010 146 
2010-2011 69 
2011-2012 24 
2012-2013 and subsequent years 2 
Total 396 


10. Related party transactions 
The Council is related as a result of common ownership to all Government of Canada 
departments, agencies and Crown Corporations. The Council enters into transactions with 


these entities in the normal course of business and on normal trade terms. 


During the year, the Council received services which were obtained without charge from 
other government departments as presented in (a): 


(a) Services provided without charge 


2008 2007 
(thousands of dollars) 

Accommodations provided by Public Works and Government 
Services Canada 3,760 3,579 
Contributions covering the employer’s share of employees medical 
and Dental insurance premiums provided by Treasury Board 
Secretariat 1,739 1,749 
Other services received without charge 67 64 
Total services received without charge 5,566 5,392 


(b) Administration of programs on behalf of other government departments 


The Council administers funds received from other federal government departments and 
agencies to issue grants, scholarships and related payments on their behalf. During the year, 
the Council administered $18,581,430 ($19,797,115 in 2007) in funds for grants and 
scholarships. These expenses are not reflected in the Council’s Statement of Operations but 


rather are recorded in the financial statements of the departments or agencies that provided 
the funds. 
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The Council also recovers administrative fees in some circumstances where a significant 
administrative burden is incurred by the Council for the administration of certain funds on 
behalf of other federal government departments and agencies. These amounted to $601,717 
during the year ($802,809 in 2007) and were netted against the Council’s operating expenses. 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required to 
enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 

the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for the 
allocation and management of public funds. 
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Orders Only: 1-800-635-7943 (Canada and U.S.A.) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.ge.ca 


Catalogue No.: BT31-4/56-2008 
ISBN 978-0-660-63754-9 


Departmental Performance Reports 2007-08 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability and managing for results in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2007-08 
Estimates available at (http://www.tbs-sct.gc.ca/dpr-rmr/2007-2008/guide/guide00-eng.asp). 
These principles form the conceptual foundation upon which the reports are prepared and they 
are consistent with current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans, priorities and 
expected results. It focuses on results by reporting not only the activities and outputs achieved, 
but also the progress made towards achieving strategic outcomes - the enduring benefits for 
Canadians and Canadian society. It sets performance in context, presenting the key risks and 
challenges faced in the pursuit of results, and associates performance with plans and expected 
results (explaining any relevant changes), and discusses the key risks and challenges that affected 
organizational performance. An effective performance report has strong linkages between 
resources and results to show what was achieved through the sound stewardship of public funds. 
It also reports on results realised in partnership with other governmental and non-governmental 
organisations. Finally, the report is credible and balanced because it uses objective, evidenced- 
based information to substantiate the performance reported and discusses lessons learned. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2007-08, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2007-08 serves as a guide to the 91 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the Departmental Performance Reports, which contain additional 
information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Parliamentary Reporting and Accountability Division 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
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Section I: Commissioner's Message 


It is my pleasure to present the Performance Report for the Northern Pipeline Agency 


(NPA). 


The NPA was created by the Northern Pipeline Act (the Act) in 1978 to oversee the 
planning and construction by Foothills Pipe Lines Ltd. (Foothills) of the Canadian 
portion of the Alaska Highway Gas Pipeline Project (pipeline), also referred to as the 
Alaska Natural Gas Transportation System. The pipeline was certificated in 1978 and is 
intended to transport Alaskan and possibly northern Canadian natural gas to southern 
markets in Canada and the United States. 


The portion of the pipeline south of Caroline, Alberta (Phase I), was constructed in the 
early 1980's and presently transports Canadian gas sourced primarily from south of the 60" 
parallel. Unfavourable economic conditions led to indefinite delays in the completion of 
the northern portion of the pipeline (Phase II), and consequently, the Agency's activities in 
the 1990's were limited to overseeing the expansion of the southern portion of the pipeline. 


Recently, perception of a growing North American market for natural gas, combined with 
concerns about limitations on supply from traditional sources, and strong natural gas prices 
has resulted in renewed interest in the pipeline as an option for bringing northern gas to 
market. In response, the Agency has taken measures to address the commitments of the 
Government of Canada that are embodied in the Act and legislative changes that have 
occurred since the pipeline was certificated. 


Cassfe J. Doyle 
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Management Representation Statement 


I submit for tabling in Parliament, the 2008 Departmental Performance Report (DPR) for 
Northern Pipeline Agency. 


This document has been prepared based on the reporting principles contained in the 
Treasury Board of Canada Secretariat’s Guide for the preparation of 2007-2008 
Departmental Performance Reports: 


e it adheres to the specific reporting requirements; 

e ituses an approved Program Activity Architecture; 

e it presents consistent, comprehensive, balanced and accurate information; 

e it provides a basis of accountability for the results pursued or achieved with the 
resources and authorities entrusted to it; and 

e it reports finances based on approved numbers from the Estimates and the Public 
Accounts of Canada. 
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Section II: Agency Context 


2.1 Agency Overview 
2.1.1. Mandate and Mission 


In 1977, following extensive regulatory hearings in both countries, the governments of 
Canada and the United States executed an Agreement on Principles Applicable to a 
Northern Natural Gas Pipeline. This agreement provided a framework for the 
construction and operation of the Alaska Highway Gas Pipeline Project. 


In 1978, Parliament enacted the Northern Pipeline Act to: 
e give effect to the agreement; and 


e establish the NPA to oversee the planning and construction of the Canadian 
portion of the project by Foothills. 


Implementing legislation was also passed by the United States in the form of the Alaska 
Natural Gas Transportation Act. 


Prior to the commencement of construction of any particular section of the pipeline, 
Foothills is required to obtain a series of specific approvals from the Agency pursuant to 
the Act and the terms and conditions specified under the Act. These approvals relate to 
socio-economic and environmental factors, routing issues, technical design, and other 
matters such as demonstration of financing. Approval authority rests with the Agency's 
Commissioner and Designated Officer, the latter being a member of the National Energy 
Board (NEB). In some cases, approval from the Board is also necessary. . 


The Agency also monitors the actual construction by Foothills for compliance with its 
various undertakings and for sound environmental and engineering practices. 


21,2 Strategic Outcome 
The Agency has one strategic outcome as listed below. The Agency will cease to exist 
one year after the date on which leave to open the last section or part of the pipeline is 


given by the NEB. The operation of the pipeline is regulated by the Board pursuant to 
the National Energy Board Act. 


Agency Context 


Strategic Outcome: 


Facilitate the planning and construction of the Canadian portion of the Alaska 
Highway Gas Pipeline Project while maximizing social and economic benefits and 
minimizing adverse social and environmental effects. 


Key Partners: 


Agency demands were primarily managed through an arrangement that the Agency has 
with Natural Resources Canada (NRCan) for financial and administrative services. 
Agency staff have worked closely with federal departments to develop strategies for 
environmental and socio economic assessments. The Yukon Territorial Government 
monitored the easement agreement as discussed in Section 3.2. The Agency also worked 
closely with other federal departments, primarily NRCan and Justice Canada, on issues 
relating to Alaska pipeline development. 


Key Targets and Overall Results: 


The objectives of the Act, establishing the Agency and certifying the pipeline, are to: 


e carry out and give effect to the 1977 agreement between Canada and the United States 
underpinning the project; 

e carry out, through the Agency, federal responsibilities in relation to the pipeline; 

e facilitate the efficient and expeditious planning and construction of the pipeline; 

e facilitate consultation and co-ordination with the governments of the provinces and 
territories traversed by the pipeline; 

e maximize the social and economic benefits of the pipeline while minimizing any 
adverse social and environmental impacts; and 

e advance national economic and energy interests and to maximize related industrial 
benefits by ensuring the highest possible degree of Canadian participation. 


As discussed in Section III, during this reporting period, Agency staff focused on the 
development of socio-economic assessment strategies, in anticipation of a filing by 
Foothills in the fall of 2005. Actual implementation of these plans depends upon details of 
the Foothills filing. 


Program, resources and results linkages: 


The Agency examined key environmental, socio-economic and First Nations concerns to 
ensure it would be able to effectively regulate a Foothills project. The Agency had no 
active programs or initiatives related to the strategic outcome during the reporting period. 
The Agency engaged a skeletal staff (3 to 5 persons) to ensure preparedness in the event 
of a decision to continue with the pipeline. 


Management Practices: 


The Agency relies on the management practices implemented by NRCan, 
(www.nrcan.gc.ca) as well as administrative arrangements to maximize efficiencies in 
respect of financial management and reporting requirements. 
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Ze Societal Context 


Dirk External Factors 


Perception of a growing North American market for natural gas, combined with concerns 
about limitations on supply from traditional sources, and strong natural gas prices, has 
resulted in strong interest in the pipeline as an option for bringing northern gas to market. 
Before the construction of the pipeline can begin, the NPA is responsible for ensuring 
that the regulatory system in Canada is in a state of readiness to respond to any request 
from Foothills Pipe Lines Ltd. to resuscitate the pipeline project. The awarding of the 
Alaska Gasline Inducement Act license to TransCanada/Foothills is helping build 
momentum for an Alaska Highway Pipeline under the Northern Pipeline Act. However, the 
Alaskan gas leaseholders are advancing a competing pipeline proposal. Before taking any 
decision to proceed with construction under the NPA, Foothills Pipe Lines Ltd. still needs to 
resolve a number of commercial issues. 


2 Challenges 


During 2007-2008, the primary challenge for the Agency continued to be ensuring a state of 
readiness in an environment of uncertainty. In the absence of Foothills initiating an action or 
formal request of the Agency, responses to questions as to how Phase II of the pipeline 
would be regulated after a 20-year hiatus were largely speculative. The difficulty in 
addressing these was compounded during the reporting period by the need to utilize.the 
limited resources of the Agency to maintain and increase awareness of obligations under the 
Act 


The longer-term challenge for the Agency is to be in a position to regulate pipeline 
construction effectively if industry decides to proceed with Phase II of the pipeline. 
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Section III: Performance 


In light of the low-level of activity in the Agency, there are no specific RPP commitments 
or parliamentary committee recommendations to be implemented. 


On December 12, 2003, responsibility for the Agency was transferred from the Minister 
for Foreign Affairs and International Trade to the Minister of Natural Resources Canada. 
The Deputy Minister of Natural Resources Canada was appointed Commissioner. 


3.1 Output Performance 


In working toward realization of its strategic outcome, the Agency's principal task for 
2007-2008 fiscal year was to maintain preparedness to respond to regulatory filings by 
Foothills and to make sure that the Act is properly administered. With the renewed interest 
in northern pipelines the Agency was called on to provide information in the event that the 
balance of the pipeline (Phase II) proceeded, including an examination of the commitments 
of the Government of Canada that are embodied in the Act and legislative changes that 
have occurred since the pipeline was certificated. 


The agreements that are currently in place with NRCan and other government departments 
continued to facilitate efficiencies in the administration of the Act. An easement agreement 
exists among the Yukon Territory Government and the Agency to facilitate the collection of 
an easement fee related to land access rights on Indian Reserves and Crown land granted to 
Foothills for the pipeline. The Agency collected the annual fee of $30,400 on behalf of 
Indian and Northern Affairs Committee (INAC) and redistributed an appropriate share to 
the Yukon Territory Government. These transactions are excluded from the calculations of 
recoverable costs mentioned in Section 3.2 Financial Performance. 


3.2 Financial Performance 
3.2.1 Overview 


In 2007-2008, the Agency had spending authority of $266,000. The spending authority 
was established in anticipation of a significant increase in the work of the Agency to 
support a high level of planning activity of the pipeline. All costs incurred are fully 
recovered from Foothills through a cost recovery mechanism. The company is in the 
process of resolving its commercial issues and has requested that the NPA clarify 
regulatory framework so that it may proceed quickly once commercial issues have been 
clarified. Foothills Pipe Lines Ltd. has not yet formally indicated its intention to act on its 
existing certificates, and the Agency’s expenditures fell far short of expectations. 
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Resources Used — Table 1 


Northern Pipeline Agency 
Planned Spending $266,000 


Total Authorities $289,357 


2007-2008 Actual $136,467 


Each year, the Agency's operating budget includes contingencies to mitigate any 
requirement to return to Parliament for increased funding in the event activity occurs 
related to either the existing portion of the pipeline, or construction of the balance of the 
pipeline. Agency operating expenditures are kept to a minimum unless Foothills 
initiates some action or formal request of the Agency, in which case operating 
expenditures may increase proportionately. As reported in the 2007-2008 RPP, an 
allotment was obtained for the second half of 2007-2008 to retain additional staff in 
response to an anticipated increase in activity by Foothills. This increase in activity did 
not occur and as a result these funds were not required and were not fully released. 


3.2.2 Fixed and Variable Costs 


The Agency's operating budget is comprised of fixed and variable cost elements. 
Fixed costs relate to salaries for the NPA staff, the administration of the Leasehold 
Agreement by INAC and the office accommodations and area for information archives 
managed by Public Works and Government Services Canada. 


As a consequence of the changes in the fixed cost portion, the variable costs of the 
Agency which relate to costs of service provided by NRCan increased slightly. 
NRCan’s cost of technical advice and administrative services can vary substantially 
depending upon the timing and magnitude of Foothills' activities. 


3.2.3 Cost Recovery 


Agency expenditures related to the administration of the Act are fully recoverable, 
including those costs related to services provided by other government departments and 
NRCan. 


In accordance with Section 29(1) of the Act, the Agency recovers 100% of its costs 
based on the NEB's Cost Recovery Regulations. Cost recovery is based on an estimate 
and adjusted in future years upon completion of an audit of the actual costs. Foothills 
is responsible for full cost recovery based on quarterly billings from NRCan on behalf 
of the Agency. Details of cost recovery and the respective adjustments can be found in 
Table 2. 
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Cost Recovery - Table 2 


Historical Comparison of NPA Cost Recovery 
($ thousands) 


2005 2006 2007 


Estimated recoverable costs'” 1,357 1,048 0 


Actual recoverable costs” (597) (445) (198) 


Adjustment in future year 760 603 (198) 


Estimated recoverable costs Loar 1,048 0 


Adjustment for prior year (382) (291) (760) 


Total cost recovery” 975 757: (760) 


(1) a. Cost recovery — Table 2 is calculated on a calendar year basis. 


b. Estimated recoverable costs are determined in accordance with section 6 of the National Energy Board Cost Recovery 
Regulations. 


c. The estimated recoverable costs for 2007 are 0 as the billing adjustment to be applied in 2007 exceeded the estimated 


recoverable costs. 


(2) Based on information available as of 15 August 2008. The Northern Pipeline Act stipulates that an audit be 
performed annually by the Auditor General of Canada. Information is not available until the completion of the audits for 
the corresponding calendar year. 


(3) Figures for 2007 and 2008 represent amounts that will not be recovered from Foothills Pipe Lines Ltd. Future 
expenses will be credited against these amounts before future invoices are made. 
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Appendix A: Financial Tables 
A: Financial Tables 


The following list and financial tables represent an overview of the Northern Pipeline 
Agency's 2007-2008 financial performance. 


Table 1 - Summary of Voted Appropriations 
Table 2 - Comparison of Total Planned Spending to Actual Spending 
Table 3 - Historical Comparison of Total Planned Spending to Actual Spending 
Table 4 - Non-respendable Revenues 
Table 5 - External Charging 
Table 1 


Summary of Voted Appropriations 


Financial Requirements by Authority 
($ thousands) 
2007 - 2008 
Main Planned Total Actual 
Vote Northern Pipeline Agenc Estimates Spending Authorities Spendin 
eS Operating Expenditures 244 244 287 136 
S Contribution to Employee 
Benefit Plans 22 22 2 ] 
Total NPA 266 266 289 ls 
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Table 2 


Comparison of Total Planned Spending to Actual Spending 


Agency Planned versus Actual Spending 
($ thousands) 


2007 - 2008 
Main Planned Total Actual 
Northern Pipeline Agency Estimates Spending Authorities Spending 


Operating 266 266 200 ay 


Capital - ; - - : 


Voted Grants and Contributions ~ = = = 


Total Gross Expenditures 266 266 289 137 


Less: Respendable Revenues - a é 


Total Net Expenditures 266 266 289 iS? 


Other Revenues & Expenditures 


Non Respendable Revenues'') (266) (290) (313) (28) 
Cost of Services Received 

Without Charge - 24 24 49 

Net Cost of Program - - - 158 


(1) The $28K does not represent revenue to the NPA. It is an amount collected from Foothills Pipelines Ltd. and remitted 
directly to the Government of Canada by the Agency. 
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Table 3 


Historical Comparison of Total Planned Spending to Actual Spending 


Agency Planned Spending versus Actual Spending 
($ thousands) 
2007 - 2008 
Actual Actual Main Planned Total 
2005-2006 2006-2007 Estimates Spending Authorities Actual 


Northern Pipeline 
Agency 


Total 


Table 4 


Non-Respendable Revenues 


Non-Respendable Revenues 
($ thousands) 


2007 - 2008 


Actual Actual Planned Total ; 
2005-2006 2006-2007 Revenues Authorities Actual 
Northern Pipeline 95! 595 290 313 28 
Agency 
Unplanned - - - - - 


Total Non-Respendable 
Revenues O51 595 290 313 28 


Total Revenues” 951 595 290 313 28 


(1) Refer to Note | on page 10. 
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Table 5 


DPR 2008 - External Charging Information for NPA 


Regulation of 
construction of the 
Alaska Highway 
Gas Pipeline 


The NPA regulates the planning and construction 
of the Canadian portion of the Alaska Highway 
Gas Pipeline. 


Fee Type Regulatory 

Fee Setting The NPA external charging is in accordance with 

Authority (e.g. section 29 of the Northern Pipeline Act and 

Legislative, section 24.1 of the National Energy Board Act and 

Regulatory) the National Energy Board Cost Recovery 
Regulations. 


Date Last Modified 
See section B below for fees amended in fiscal November 6, 2002 
year 2003-04. 


2007-2008 
Forecast Revenue 
Regulatory 290.0 
($000) | 
Actual Revenue “? 
Regulatory | 28.0 
($000) 
Estimated Full Regulatory 
Cost / 
a) NPA costs to provide service = $ 137.0 186.0 
($000) | 
b) Services received without charge = $49.0. 


Service Standard — The construction of Phase II of the Alaska | 
Highway Gas Pipeline has been put on hold due to | 
adverse market conditions. The NPA has shrunk 

to a skeleton organization but in a state of 
readiness in the event Phase II of the pipeline 
project is reactivated. There are no formally 
developed measurable service standards at this 


time. 
Performance Please refer to notes regarding service 
standards. 


Results 


(1) Refer to Note | on page 10. 
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: Planning Years 


Fiscal Year 2008-09 

2009-10 

2010-11 | 
Forecast Revenue Sub-Total (2008-09) | 289.0 
| Sub-Total (2009-10) 289.0 
($000) Sub-Total (2010-11) | 289.0 

‘Total 867.0 
Estimated Full Sub-Total (2008-09) 289.0 
Cost Sub-Total (2009-10) | 289.0 
| Sub-Total (2010-11) 289.0 
($000) ‘Total 867.0 


B: Date Last Modified 


The NPA cost recovery is determined in accordance with section 24.1 of the National 
Energy Board Act. Although amendments were made to the NEB Cost Recovery 
Regulations on November 6, 2002, they do not affect the calculation of the NPA cost 
recovery charges. 


C: Other Information: 
1) Cost Recovery and Revenue Accrual: 


In accordance with Section 29 of the Northern Pipeline Act and with the National Energy 
Board Cost Recovery Regulations, the Agency is required to recover all its annual 
operating costs from the companies holding certificates of public convenience and 
necessity issued by the Agency. Currently, Foothills Pipe Lines Ltd. is the sole holder of 
such certificates. The NPA corresponds with Foothills regularly on the level of and 
expected activities of the Agency including its operating costs. 


Program appropriation for each planning year is presented on a fiscal year basis while 
cost recovery charges, according to the regulations, are calculated on a calendar year 
basis and billed quarterly. In addition, forecast revenue figures are presented on an 
accrual basis. As a result, the program appropriation and the forecast revenue amounts do 
not reconcile although the NPA recovers 100% of its operating costs. 


2) Dispute Management: 


Due to the current level of activities, a dispute management policy, a pre-requisite for the 
implementation of the External Charging Policy, has not been developed. However, 
frequent consultation with Foothills on changes to activities and the associated costs 
precludes disputes affecting cost recovery. A dispute management policy will be 
developed to support increased operational requirements. 
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Appendix B: Organization 


The NPA has been designated as a department for the purposes of the Financial 
Administration Act. The Agency reports to Parliament through the Minister of NRCan who 
is responsible for the management and direction of the Agency. The Agency has two senior 
officers, namely a Commissioner and an Assistant Commissioner and Comptroller. The 
Commissioner of the Agency, currently the Deputy Minister for NRCan, is appointed by 
the Governor in Council. 


Given the continued low level of Agency activity, arrangements are in place whereby the 
Agency relies largely on NRCan for administrative and technical assistance. This 
assistance is provided on a cost-recoverable basis. In addition, NRCan also provides policy 
advice to the Agency. 


To further assist the Minister responsible for the Agency in carrying out the Agency's 
mandate, there is provision for two federally appointed advisory councils. The Councils 
consist of Aboriginal, business and other interested parties representing communities in 
northern British Columbia and the Yukon Territory. Membership in these Councils has 
lapsed over the years in view of the dormant state of Phase II of this project. 


As a separate employer, the Agency conforms closely with the principles of personnel 
administration that apply in the Public Service of Canada and has developed various 


systems to implement policy appropriate to the Agency's operating requirements. 


Figure 3 provides a schematic of the reporting relationships of the key officers of 
the Agency. 


Figure 3: Organization Chart 


Administrator Asst. Commissioner and Comptroller 
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Appendix C: History/Chronology 


The Agency's activities are dictated by the timing and pace of the construction of the 
pipeline. The following provides a brief description and chronology of the pipeline. 


The project is the largest proposed pipeline in North America, encompassing approximately 
7 700 kilometres (4,800 miles) of large-diameter mainline pipe, about 42 percent of which 
would be located in Canada. The route for the project in Canada and the United Sates is 
depicted in Figure 1. Once in full operation, the pipeline would be capable of initially 
transporting 68 million cubic meters (2.4 billion cubic feet) per day of Alaskan gas, and the 
system could be expanded to transport additional volumes subject to regulatory approval. 
The system, as designed, could also accommodate the receipt and onward delivery of 34 
million cubic meters (1.2 billion cubic feet) per day of northern Canadian gas via a 
connecting pipeline from the Mackenzie Delta/Beaufort Sea region. 


As far back as 1977, the concept of prebuilding the southern portions of the pipeline was 
identified as a benefit of the project, providing Canadian natural gas producers with 
additional export opportunities and supplying U.S. consumers with much-needed gas. This 
prebuild, which constituted Phase I of the pipeline, included a western leg to transport 
Canadian gas to markets in California and the Pacific northwest and an eastern leg to serve 
primarily the U.S. midwest market. At the same time it was contemplated that Phase II of 
the pipeline, consisting of the northern portions and the remaining sections to be 
constructed in southern Canada and the lower 48 regions, would follow in the near term. 


The construction of the prebuild went ahead as planned and Canadian gas started flowing 
through the system for export in the 1981-1982 time frame. The Agency's activity level 
reached its peak during the construction of the prebuild, with a corresponding staff 
complement of over 100 employees. 


In 1982, at about the same time the prebuild was completed, adverse market conditions led 
the sponsors of the pipeline to put a hold on Phase II. The adverse market conditions were a 


result of: 


e adecline in demand for natural gas due to economic recession and energy 
conservation measures; 


e an increase in U.S. supply in response to higher wellhead prices; and 


e escalating forecast costs of construction due to inflation and rising interest 
rates. 


History/ Chronology I'd 


It was originally anticipated that the completion of the project would be delayed by only 
about two years, however, Phase II of the pipeline remains on hold to this day. In response, 
the Agency shrank to a skeleton organization in the mid-1980's. Arrangements 

are in place whereby the Agency relies largely on NRCan for administrative, 

technical assistance and policy advice. 


There have been five expansions completed since 1988, all of which were designed to either 
increase system capacity or enhance system reliability. The most significant of these 
expansion projects involved (1) the addition of two new compressor stations on the eastern 
leg in Alberta and of an additional compressor station and a further compressor unit in 
Saskatchewan, (ii) the completion of the western leg mainline in southeastern British 
Columbia, and (111) a further expansion of the eastern leg in 1998. 


The flow capacity of the prebuild continues to approach the 102 million cubic meters 
(3.6 billion cubic feet) per day rate provided for in the underlying agreement between 
Canada and the U.S. The fifth and latest expansion of the prebuild, which came into 
service in 1998, raised its capacity to about 94 million cubic meters (3.3 billion cubic 
feet) per day. 


On behalf of the Government of Canada, the Agency coordinates implementation of the 
agreement reached with the United States in 1980 respecting the procurement of certain 
designated items such as compressors and large-diameter line pipe, valves, and fittings for 
the construction of the pipeline. This agreement provides that both Canadian and American 
suppliers be afforded the opportunity to bid on a generally competitive basis. Canada 
suspended implementation of the patente for the latest Foothills expansion due to the 
lack of U.S. reciprocity. 
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Figure 1: 
The Alaska Natural Gras ‘Transportation System 


Refer to Figure 2 
for expanded view 


Figure 2: 
Vhe Foothills Prebuild 
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Statement of Management Responsibility 


Responsibility for the integrity and objectivity of the accompanying financial statements 
for the year ended March 31, 2008 and all information contained in these statements 
rests with the Agency's management. These financial statements have been prepared 
by management in accordance with Treasury Board accounting policies which are 
consistent with Canadian generally accepted accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these 
financial statements. Some of the information in the financial statements is based on 
management's best estimates and judgment and gives due consideration to materiality. 
To fulfil its accounting and reporting responsibilities, management maintains a set of 
accounts that provides a centralized record of the Agency's financial transactions. 
Financial information submitted to the Public Accounts of Canada and included in the 
Agency's Departmental Performance Report and Annual Report is consistent with these 
financial statements. 


Management maintains a system of financial management and internal control designed 
to provide reasonable assurance that financial information is reliable, that assets are 
safeguarded and that transactions are in accordance with the Financial Administration 
Act, are executed in accordance with prescribed regulations, within Parliamentary 
authorities, and are properly recorded to maintain accountability of Government funds. 
Management also seeks to ensure the objectivity and integrity of data in its financial 
statements by careful selection, training and development of qualified staff, by 
organizational arrangements that provide appropriate divisions of responsibility, and by 
communication programs aimed at ensuring that regulations, policies, standards and 
managerial authorities are understood throughout the Agency. 


The financial statements of the Agency have been audited by the Auditor General of 
Canada, the independent auditor for the Government of Canada. 


KP 


Kevin Stringer 
Acting Assistant Commissioner and 
Comptroller 


Ottawa, Canada 
August 22, 2008 
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Auditor General of Canada 
Vérificatrice générale du Canada 


AUDITOR'S REPORT 


To the Minister of Natural Resources 


| have audited the statement of financial position of the Northern Pipeline Agency as at 

March 31, 2008 and the statements of operations, equity of Canada and cash flow for the year 
then ended. These financial statements are the responsibility of the Agency’s management. 
My responsibility is to express an opinion on these financial statements based on my audit. 


‘ | conducted my audit in accordance with Canadian generally accepted auditing standards. 
Those standards require that | plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial 
position of the Agency as at March 31, 2008 and the results of its operations and its cash flows 
for the year then ended in accordance with Canadian generally accepted accounting principles. 


Further, in my opinion, the transactions of the Agency that have come to my notice during my 

audit of the financial statements have, in all significant respects, been in accordance with the 
Financial Administration Act and regulations, the Northern Pipeline Act and regulations, the | 
National Energy Board Cost Recovery Regulations and the by-laws of the Agency. 


Crystal Pace, CA 


Principal ; 
for the Auditor General of Canada 


Ottawa, Canada | 
August 22, 2008 


“940 rue Sparks Street, Ottawa> Otitario KIA 066 
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Statement of Financial Position 


As at March 31 


ASSETS 


Financial assets 
Due from Consolidated Revenue Fund 
Accounts receivable and advances (Note 7) 


Non-financial assets 
Tangible capital assets (Note 6) 


TOTAL ASSETS 


LIABILITIES 
Accounts payable and accrued liabilities (Note 7) 
Deferred revenue (Note 4) 


TOTAL LIABILITIES 


Equity of Canada 


TOTAL LIABILITIES AND EQUITY OF CANADA 


Contractual obligations (Note 8) 


Approved by: 


2008 


$911,763 


26,785 


938,548 


6,894 


$945,442 


a 


Kevin Stringer 


2007 


$991,541 


82,394 


1,073,935 


11,963 


$1,085,898 


$7,449 


1,078,449 


1,085,898 


$1,085,898 


Acting Assistant Commissioner 


and Comptroller 


The accompanying notes form an integral part of the financial statements. 
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Northern Pipeline Agency 
Statement of Operations 
For the Year Ended March 31 


REVENUE 


Regulatory revenue 


OPERATING EXPENSES 
Professional and special services 
Rentals 
Salaries and employee benefits 
Transportation and communication 
Amortization 
Information 
Utilities, materials and supplies 
Other 


TOTAL RECOVERABLE EXPENSES 


NON-RECOVERABLE SERVICES PROVIDED 
WITHOUT CHARGE (Note 7) 


NET COST OF OPERATIONS 


Statement of Equity of Canada 


For the Year Ended March 31 


Equity of Canada, beginning of the year $ 
Net cost of operations 

Change in due from Consolidated Revenue Fund 
Non-recoverable services received without charge 


Net cash provided by Government 


Equity of Canada, end of the year $ 


The accompanying notes form an integral part of the financial statements. 
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$137,451 


$48,888 


2008 2007 
$381,286 
$88,965 $248,134 
27,337 43,422 
7,708 68,285 
7,607 11,317 
5,069 5,069 
TAG aa 2,899 
“ 1,396 
49 764 
137,451 381,286 
48,888 52,963 
$52,963 
2008 2007 
P $ : 
(48,888) (52,963) 
(79,778) (84,358) 
48,888 52,963 
79,778 84,358 
5 $ F 
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Northern Pipeline Agency 
Statement of Cash Flow 
For the Year Ended March 31 


2008 2007 
Operating Activities 
Net cost of operations $48,888 $52,963 
Adjustment for non-cash items 
Services received without charge (Note 7) (48,888) (52,963) 
Amortization of tangible capital assets (5,069) (5,069) 
(5,069) (5,069) 
Variations in the Statement of Financial Position 
(Decrease) increase in accounts receivable and advances (55,609) 8,019 
Decrease in accounts payable and accrued liabilities 3,005 150,532 
Decrease (increase) in deferred revenue 137,451 (69,124) 
Cash used by operating activities 79,778 84,358 
Financing Activities 
Net cash provided by Government of Canada $ (79,778) $ (84,358) 


The accompanying notes form an integral part of the financial statements. 
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Notes to the Financial Statements 
Year ended 31 March 2008 


1. Authority, Objectives and Operations 
In 1978, Parliament enacted the Northern Pipeline Act to: 


e give effect to an Agreement on Principles Applicable to a Northern Natural 
Gas Pipeline (the Agreement) between the Governments of Canada and the 
United States of America; 

e establish the Northern Pipeline Agency (the Agency) to oversee the planning 
and construction of the Canadian portion of the project. 


The Agency is designated as a department and named under Schedule |.1 of the 
Financial Administration Act, reporting to Parliament through the Minister of 
Natural Resources. 


The objectives of the Agency are to: 


1) carry out and give effect to the Agreement of September 20, 1977 between 
Canada and the United States underpinning the project; 


2) carry out, through the Agency, federal responsibilities in relation to the 
pipeline; 


3) facilitate the efficient and expeditious planning and construction of the 
pipeline, taking into account local and regional interests; 


4) facilitate consultation and coordination with the governments of the provinces 
and the territories traversed by the pipeline; 


5) maximize the social and economic benefits of the pipeline while minimizing 
any adverse social and environmental effects; and 


6) advance national economic and energy interests and to maximize related 
industrial benefits by ensuring the highest possible degree of Canadian 
participation. 


In 1982, the sponsors of the Pipeline announced that the target date for 
completion had been set back until further notice and all parties scaled down 
their activities. Work continues to prepare the Agency to meet commitments set 
out in the Northern Pipeline Act should Foothills Pipe Lines Ltd. decide to 
proceed with the second stage of the Alaskan Natural Gas Transportation 
System. 
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Notes to the Financial Statements 
Year ended 31 March 2008 


In accordance with Section 29 of the Northern Pipeline Act and with the National 
Energy Board Cost Recovery Regulations, the Agency is required to recover all 
of its annual operating costs from the companies holding certificates of public 
convenience and necessity issued by the Agency. Currently, Foothills is the sole 
holder of such certificates. The Government of Canada provides funds for 
working capital through an annual Parliamentary appropriation. 


2. Significant Accounting Policies 


These financial statements have been prepared in accordance with Treasury 
Board accounting policies and year-end instructions issued by the Office of the 
Comptroller General, which are consistent with Canadian generally accepted 
accounting principles for the public sector. 


a) Parliamentary appropriations: 


The Agency is financed by the Government of Canada through Parliamentary 
appropriations. Appropriations provided to the Agency do not parallel financial 
reporting according to generally accepted accounting principles since 
appropriations are primarily based on cash flow requirements. Consequently, 
items recognized in the statement of operations and the statement of financial 
position are not necessarily the same as those provided through appropriations 
from Parliament. Note 3 provides a high-level reconciliation between the bases 
of reporting. 


b) Net cash provided by Government: 


The Agency operates within the Consolidated Revenue Fund (CRF), which is 
administered by the Receiver General for Canada. All cash received by the 
Agency is deposited to the CRF and all cash disbursements made by the Agency 
are paid from the CRF. The net cash provided by the Government is the 
difference between all cash receipts and all cash disbursements including 
transactions between the Agency and departments of the federal government. 


c) Due from the Consolidated Revenue Fund: 
Due from the Consolidated Revenue Fund (CRF) represents the amount of cash 


that the Agency is entitled to draw from the Consolidated Revenue Fund without 
further appropriations, in order to discharge its liabilities. 
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Northern Pipeline Agency 
Notes to the Financial Statements 
Year ended 31 March 2008 

d) Revenue/Deferred revenue: 


| Revenues from regulatory fees recovered from Foothills are recognized in the 
accounts based on the services provided in the year. 


Revenues that have been received but not yet earned are recorded as deferred 
revenues. Deferred revenues represent the accumulation of excess billings over 
the actual expenses for the last two fiscal years. 

e) Expenses: 


Expenses are recorded on the accrual basis. 


Vacation pay and compensatory leave are expensed as the benefits accrue to 
employees under their respective terms of employment. 


Services received without charge from other government departments are 
recorded as operating expenses at their estimated cost. 


f) Accounts receivable: 


Receivables are stated at amounts expected to be ultimately realized. A 
provision is made for receivables where recovery is considered uncertain. 


g) Employee future benefits: 


Future benefits for employees, including pension benefits, providing services to 
the Agency are funded by the employee’s home-base department. Estimated 
costs are included in the employee benefits charged to the Agency. 


h) Tangible capital assets: 


All tangible capital assets and leasehold improvements having an initial cost of 
$1,000 or more are recorded at their acquisition cost. Tangible capital assets 
owned by the Agency are valued at cost, net of accumulated amortization. 
Amortization is calculated using the straight-line method, over the estimated 
useful life of the assets as follows: 


Office furniture and equipment 10 years 
Informatics hardware 4 years 


Auditor’s Report and Financial Statements Di 


Northern Pipeline Agency 


Notes to the Financial Statements 
Year ended 31 March 2008 


i) Measurement uncertainty: 


The preparation of these financial statements in accordance with Treasury Board 
accounting policies and year-end instructions issued by the Office of the 
Comptroller General, which are consistent with Canadian generally accepted 
accounting principles for the public sector, requires management to make 
estimates and assumptions that affect the reported amounts of assets, liabilities, 
revenues and expenses reported on the financial statements. At the time of 
preparation of these statements, management believes the estimates and 
assumptions to be reasonable. Deferred revenue, salaries and employee 
benefits are the most significant items where estimates are used. Actual 
amounts could differ significantly from those estimated. These estimates are 
reviewed annually and as adjustments become necessary, they are recognized 
in the financial statements in the year in which they become known. 


3. Parliamentary Appropriations 


The Government of Canada funds the expenses of the Agency through 
Parliamentary appropriations. Items recognized in the statement of operations 
and the statement of financial position in one year may be funded through 
Parliamentary appropriations in prior, current or future years. Accordingly, the 
Agency has different net results of operations for the year on a government 
funding basis than on an accrual accounting basis. The differences are 
reconciled as follows: 


a) Reconciliation of net cost of operations to current year parliamentary 
appropriations used: 


2008 2007 
Net cost of operations $48,888 $52,963 
Adjustments for items affecting net cost of 
operations but not affecting appropriations: 
Add (Less): 
Services received without charge (48,888) (52,963) 
Amortization of tangible capital assets (5,069) (5,069) 
Revenue not available for spending 137,451 381,286 
Other 4,085 14,647 
136,467 390,864 
Current year appropriations used $136,467 $390,864 
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| Notes to the Financial Statements 
| ‘Year ended 31 March 2008 


b) Appropriations provided and used: 


Vote 35 - Program expenditures 
Statutory amounts 

Lapsed appropriations 

Current year appropriations used 


2008 2007 
$287,500 $932,600 
1,857 8,654 


(152,890) (550,390) 
$136,467 $390,864 


c) Reconciliation of net cash provided by Government to Parliamentary 


appropriations used: 


Net cash provided by Government 
Revenue not available for spending 
Change in net position in the Consolidated 
Revenue Fund: 


Variation in accounts receivable & advances 


2008 2007 
$79,778 $84,358 
137,451 381,286 


55,609 (8,019) 


Variation in accounts payable & accrued liabilities (3,005) (150,532) 


Variation in deferred revenue / other liabilities 


Other 


Current year appropriations used 


4. Deferred Revenue 


(137,451) 69,124 
4,085 14,647 


__8136,467__ $390,864 


Deferred revenue, calculated on a fiscal year basis, includes the billing 


adjustments. 


Actual Expenses: 


One quarter of prior fiscal year's expenses 
Three quarters of current fiscal year’s 
expenses 


Less provisional billings 
Billing Adjustment 


January to December 
2007 2006 


$95,321 $158,871 


103,088 285,964 

198,409 444,835 

- __ (1,048,250) 
$198.409 603,415 
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Notes to the Financial Statements 
Year ended 31 March 2008 


The billing adjustments, calculated on a calendar year basis, represent the 
difference between the provisional billings and the actual recoverable operating 
costs, in accordance with Section 19 of the National Energy Board Cost 
Recovery Regulations. The recoverable operating costs for the calendar year 
are calculated using three quarters of the current fiscal year and one quarter of 
the previous fiscal year’s operating costs. The billing adjustments of $198,409 
for 2007 and $(603,415) for 2006 will be applied to the provisional billings of 
2009 and 2008 respectively and used in the calculation of the 2008 and 2007 
deferred revenue respectively. 


2008 2007 
Prior year's billing adjustment $1,173,770 $ 570,355 
Current fiscal year billing adjustment (198,409) 603,415 
Last quarter billing of current fiscal year - - 
One quarter of current fiscal year's expenses (34,363) (95,321) 
Deferred Revenue $940,998 $1,078,449 


5. Easement Fee 


In 1983, the Government of Canada, pursuant to Subsection 37(3) of the 
Northern Pipeline Act, granted Foothills Pipe Lines Ltd. a twenty-five year 
easement upon and under lands in the Yukon Territory. For the right of 
easement, Foothills Pipe Lines Ltd. is to pay the Agency an annual amount of 
$30,400; of this annual amount, $2,806 (2007 - $2,806) is collected on behalf of 
and forwarded directly to the Government of the Yukon Territory. The balance of 
$27,594 (2007 - $27,594) was remitted to the Government of Canada by the 
Agency. This fee is not accounted for in these financial statements. 


6. Tangible Capital Assets 


There were no acquisitions or disposals of tangible capital assets in 2008. 


Cost Accumulated Net book Net book 


Amortization value 2008 value 2007 
Office furniture and equipment $7,527 $2,668 $4,859 $5,612 
Informatics hardware 17,266 165234 2,035 6,351 
Total $24.793 $17,899 $6,894 $11,963 
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Notes to the Financial Statements 
Year ended 31 March 2008 


Amortization expense for the year ended March 31, 2008 is $5,069 (2007 - 
$5,069) 


7. Related Party Transactions 


The Agency is related as a result of common ownership to all Government of 
Canada departments, agencies and Crown corporations. The Agency enters into 
transactions with these entities in the normal course of business and on normal 
trade terms applicable to all individuals and enterprises except that certain 
services, as defined previously, are provided without charge. 


a) Services provided without charge: 


These services without charge have been recognized in the Agency's Statement 
of Operations as follows: 


2008 2007 
Audit services provided by the Office of the 
Auditor General of Canada $43,509 $45,522 
Management services provided by Natural 
Resources Canada $5,379 $7,441 
Total $48,888 $52,963 


b) Receivables and payables outstanding at year-end with related parties: 


2008 2007 
Accounts receivable with other government 
departments and agencies $26,385 $81,994 
Accounts payable to other government 
departments and agencies - - 


8. Contractual Obligations 


The nature of the Agency’s activities can result in some large multi-year contracts 
and obligations whereby the Agency will be obligated to make future payments 
when the services/goods are received. Significant contractual obligations that 
can be reasonably estimated are summarized as follows: 
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2009 2010 2011 2012 Total 


Operating leases $17,386 $7,286 $7,286 $1,214 $33,172 


9. Comparative Figures 


Comparative figures have been reclassified to conform to the current year’s 
presentation. 
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Appendix E: Other Information 


A. Contacts for Further Information 


Northern Pipeline Agency 
580 Booth Street 

Ottawa, Ontario KIA 0E4 
Telephone: (613) 992-9612 
Fax: (613)'995-1913 


B. Legislation and Associated Regulations Administered Acts 
Northern Pipeline Act RSC.197 7218. c: 20.8: 1 


National Energy Board Cost Recovery Regulations SOR/91-7 


C. Socio-Economic and Environmental Terms and Conditions (1980-1981) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for the 
Province of Alberta (Order NP-MO-1-80 dated 12 June 1980) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for 
Southern British Columbia (Order NP-MO-2-80 dated 12 June 1980) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for the 
Swift River Portion of the Pipeline in the Province of British Columbia (Order NP-MO- 
11-80 dated 29 August 1980) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for 
Northern British Columbia (Order NP-MO-12-80 dated 29 August 1980) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for the 
Province of Saskatchewan (Order NP-MO-13-80 dated 29 August 1980) 


Listing of Statutory and Departmental Reports 
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